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To our member institutions, 
Ontario’s credit unions and caisses populaires, 
and to the Honourable Robert F. Nixon, 
Minister of Financial Institutions 


Ontario Share and Deposit Insurance Corporation Offices: 
180 Duncan Mill Road, Suite 401, Don Mills, Ontario 
M3B 3K5 
(416) 441-2771 


ONTARIO SHARE AND DEPOSIT 


INSURANCE CORPORATION 





CORPORATE MISSION 


ual depositors and shareholders of credit unions and 
caisses populaires in Ontario by providing legislated 
universal deposit insurance. 


T o contribute to the security and confidence of the individ- 


In order to accomplish our mission, our goal is to develop and 
implement, in conjunction with the credit unions and caisses 
populaires, the leagues and the regulators, comprehensive safe- 
guards and practices to minimize insurance claims thereby pro- 
viding deposit insurance at the least continuing cost. 





BOARD OF DIRECTORS 


Left to right - Front row: James G. McPherson, David W. Pretty, Kenneth R. 
Oswell, Jack C. Sibley, R. William Lawson. Back row: Jean-Baptiste Alie, Ronald A. 
Marion, Lili-Ann Renaud-Foster, Roland Sewell. Inset: Matthew Gaasenbeek 














Kenneth R. Oswell, FCA, FCMC 


Chairman 
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CHAIRMAN’S MESSAGE 





NEW DECADE FOR OSDIC OPENS WITH THE 
PROGRAM FOR CHANGE 


n March 1987, the Minister of Financial Institutions for the 
Province of Ontario, at the time the Honourable Monte 
Kwinter, announced the Program for Change: Building on 
the Strength of Ontario’s Credit Unions and Caisses Populaires. 


The Program for Change, which became effective April 1st, was 
the Ministry of Financial Institutions’ major initiative to resolve 
the problem of outstanding deficits within the credit union and 
caisse populaire system. OSDIC is responsible and accountable 
for much of the success of this program. 


However, while that change represents a transfer of ac- 
countability for deficit reporting units from the leagues to the de- 
posit insurer, it also recognizes and emphasizes the need for re- 
newed co-operation between the Corporation, the Ministry, 
leagues and individual credit unions and caisses populaires. 


Positive signs of this co-operation are evident in the estab- 
lishment of four industry advisory committees, which also pro- 
vide for government participation. Equally important to the suc- 
cess of this renewed working relationship is the implementation 
by the Corporation of an effective and continuous information 
program, which is designed to keep our member institutions 
abreast of developments within the deposit insurance organiza- 
tion as well as the application of its mandate within the Ontario 
credit union and caisse populaire system. 


Ontario’s 795 credit unions and caisses populaires have 
surplus of 1.2% and capital of 0.5% of their assets. This repre- 
sents a significant improvement over 1985 when statutory re- 
quirements were introduced, stipulating that a level of 3% sur- 
plus and 2% capital be attained by the mid-1990’s. 


In continuing to build its surplus levels, Ontario’s credit 
union and caisse populaire system has benefited generally from 
a much improved economy. However, because a credit union or 
caisse populaire is typically closely tied to its community, peri- 
ods of adversity in the community’s primary economic sector, 
such as agriculture, mining, or manufacturing, can impinge 
more directly on its competitiveness, particularly as other finan- 
cial institutions generally have a much larger asset base and 
more diverse operations. 
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Surplus = Reserves plus Undivided Earnings 


Despite the general health of the system as a whole, the 
surplus level at the conclusion of 1987 was below the targeted 
level. It is essential to the long-term stability and viability of the 
system that a stronger capital base and surplus reserve be intro- 
duced and maintained. This particular issue is of prime impor- 
tance to the future well-being of the system. 


In February 1987 the Board of Directors comprised six 
members. During the year, four new members were appointed, 
namely Matthew Gaasenbeek, R. William Lawson, David W. 
Pretty and Lili-Ann Renaud-Foster. A brief profile on each 
Board member is given within this report. The excellent back- 
ground and credentials of these senior executives jointly en- 
hance the overall quality of the Board function. 


I take this opportunity to gratefully acknowledge the con- 
tribution of the Board of Directors’ sub-committees whose mem- 
bers have provided in-depth review and counsel on issues 
brought before the Board. 


In closing, I welcome those new employees who have 
joined the Corporation since the Government approved the Pro- 
gram for Change. The Board of Directors is also appreciative of 
the renewed commitment of the Corporation’s employees who 
were on staff prior to 1987. It is my opinion that the Corporation 
has brought together an effective group of dedicated employees 
to provide the expertise and quality of service we seek to impart 
to our credit union and caisse populaire member institutions. 


On behalf of the Board of Directors, 


Kp 
a 


Kenneth R. Oswell 


Chairman 














George McIntyre, FCA 


President 
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PRESIDENT’S REPORT 


uring the first nine months following the implementation of the 
Program for Change, the operational planning and staffing for 
essential positions within OSDIC was undertaken. Based on 
the recommendation contained in a management study completed by 
independent consultants, two senior positions were created for a Vice- 
President of Deposit Protection Services and a Vice-President of Finan- 
cial Management Practices and Monitoring. Administration, under a 
Director, became a separate staff support service. 


Recognizing the importance and strength of the co-operative 
process, we have sought a highly participative approach in resolving 
credit union and caisse populaire concerns. 


One of the Corporation’s early initiatives was an invitation to 
leagues, credit unions and caisses populaires to represent their con- 
stituents on advisory committees chaired by OSDIC staff. Four such 
committees were inaugurated during the latter part of the year: Finan- 
cial and Management Practices, Statistics Users’, Capital Adequacy, 
and the Deposit Protection advisory committees. Members were se- 
lected to provide equitable regional representation and a recognition of 
various bonds of association. The advisory committee meetings are 
held on a regular basis bringing together senior representatives of the 
system, OSDIC and the Ministry. 


The achievements of this collaborative effort reaffirm our strong 
belief in the need for information exchange in addressing problems 
within the system. We extend our appreciation to all committee mem- 
bers whose valuable time, expertise and support have promised the 
long-term success of the committee process. It is our plan to initiate an 
orderly rotation of the members of the advisory committees. This ap- 
proach will permit us to expand the overall involvement of senior sys- 
tem representatives in our endeavours. 


Early in the year, an industry/league committee was formed to 
consider developing a plan for the self-financing of the Ontario govern- 
ment-sponsored $75 million guaranteed loan program. The ensuing 
promissory note issue was offered and extended for a further month in 
time to permit all to consider. A total amount of $22,750,000 was re- 
ceived from certain credit unions and a caisse populaire in support of 
this financing program. 


One of the important principles identified in the Program for 
Change was the introduction of a universal insurance program to un- 
derwrite all insurance risks created by accumulated losses in credit un- 
ions and caisses populaires in Ontario. Accordingly, a universal de- 
posit insurance premium rate of $1.40 per thousand dollars of shares 
and deposits was introduced in 1987 to finance the resolution of credit 
unions and caisses populaires in deficit over an appropriate number of 
years. This premium rate also recognized that stabilization funds which 
had received the balance of the former OSDIC assessments on behalf of 
their member credit unions and caisses populaires would apply those 
funds in resolving their immediate members’ deficits. Additional vol- 
untary contributions to stabilization funds by their members were per- 
mitted to be returned to them. 








C. William D. Foster 
Vice-President, Deposit Protection Services 
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The changes in the 1987 premium structure resulted in an in- 
creased corporate revenue in 1987 from $4.3 million in 1986 to $10.1 mil- 
lion. The Corporation’s profit for 1987 before taxes and after operating 
costs was $7.8 million. Our vigorous steps to resolve system deficits 
during the year resulted in an expense of $29.1 million and an insurance 
fund deficiency of $19.8 million for the year ended December 31, 1987. 
It is projected that OSDIC will continue to report deficiencies over the 
next few years until we have fully resolved the deficits sustained by 
credit unions and caisses populaires. Following that time, projected 
earnings will permit the Corporation to repay the loan obligations. Our 
goal is to accomplish this plan within the ten-year period envisaged in 
the Program for Change. 


DEPOSIT PROTECTION SERVICES 


ill Foster joined the Corporation in January as Vice-President, 

Deposit Protection Services, bringing to OSDIC a broad back- 

ground in commercial credit, merger and acquisition financing. 
The expanded mandate required that OSDIC’s Deposit Protection 
Services team have strong operational skills with field orientation, 
qualified to assess operational viability of troubled units, and manage 
the permanent eradication of deficits at the least continuing cost. Initial 
staffing for this department was completed by September with three 
fully operational field teams. 


The department is responsible for all deficit credit unions and 
caisses populaires. Its mandate is to curtail continuing losses as quickly 
as possible and achieve a complete resolution of problem units in the 
early 1990's. 


At the beginning of the 1987 fiscal year, the aggregate recorded 
deficits of Ontario’s credit union and caisse populaire system were 
some $87 million, up $6 million from the previous year, and exceeding 
the financial resources of stabilization funds by about $70 million. Indi- 
cations were that many of the units in deficit were unable to overcome 
their difficulties, with the result that those deficits continued to esca- 
late. By year-end, 86 deficit reporting credit unions and caisses 
populaires had been identified and direct communications were estab- 
lished with 71 through on-site visits. 


Resolutions have already been achieved for 16 deficit reporting 
units and, as such, the Corporation has provided for direct deposit in- 
surance losses of $29.1 million for the current year for these units. 


Ten credit unions and caisses populaires with assets of $122 mil- 
lion and recorded deficits of $23 million are currently under the direc- 
tion of the Corporation pursuant to Section 116 of the Credit Unions 
and Caisses Populaires Act. These are currently under various stages of 
review, restructuring and/or sale. An appropriate independent review 
has been undertaken for each. 





Badrudeen Baksh, CGA, FCCA 


Vice-President, Financial Management 
Practices and Monitoring 
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The department also introduced the agency dissolution ap- 
proach to effect the transfer of a deficit unit’s business to a financially 
healthy neighbouring unit. Under this approach, a local credit union or 
caisse populaire is engaged to act as interim on-site manager of the 
deficit unit to assist with its wind-up. Members are encouraged to re- 
main within the credit union and caisse populaire system by joining the 
agent unit or, should they prefer, are assisted in transferring their ac- 
counts to any other financial institution of their choice. 


The inaugural meeting of the Deposit Protection Advisory Com- 
mittee was held in July. The committee comprises representatives from 
individual credit unions and caisses populaires who assist the depart- 
ment in identifying and implementing the most appropriate solution 
for each deficit unit. 


FINANCIAL MANAGEMENT PRACTICES & 
MONITORING 


he Program for Change also provided for safeguards to mini- 

mize the likelihood of recurring problems. OSDIC’s organiza- 

tional structure was therefore redesigned to include a strong 
risk analysis, monitoring and standards improvement function. The 
newly-appointed Vice-President for that Department, Rudee Baksh, is 
proceeding to recruit staffing resources to accomplish program objec- 
tives. 


Under the expanded mandate, this department is responsible 
for enhancing the standards of credit unions and caisses populaires, 
through timely identification and the initiation of early preventative ac- 
tion to minimize insurance costs. During 1987, the Department was in- 
volved in the following major activities: 


Risk Analysis and Monitoring 


¢ Minimum financial performance standards and guidelines are 
being developed for use by the credit unions and caisses 
populaires, which could differentiate situations in which the 
leagues, regulators, and OSDIC would be responsible for in- 
itiating early remedial action. 


e With the support of the Statistics Users’ Advisory Committee, 
a new financial performance report for credit unions and 
caisses populaires was completed for issue in the first quarter 
of 1988. The report provides better comparative information of 
performance to facilitate, where appropriate, more detailed 
analysis by the credit unions and caisses populaires for per- 
formance improvements. This allows the credit unions and 
caisses populaires to initiate early remedial action. 
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Neil A. M. de Valk 


Director of Administration/Treasurer 
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Management Advisory Services and Insurance 


¢ A program was implemented with the support of the Capital 
Adequacy Advisory Committee to work with credit unions 
and caisses populaires unable to comply with the minimum 
requirements of Directive 1/85. At 4th quarter, there were 45 
credit unions and caisses populaires with assets of $1.4 billion 
which did not meet the minimum reserve requirements. 


e With the support of the Financial and Management Practices 
Advisory Committee, revision of the existing guidelines on 
sound financial and management practices was initiated. 


ADMINISTRATION 


rior to the Program for Change, the Corporation had only lim- 

ited resources dedicated to specific areas of administration. Asa 

result of additional responsibilities, this area needed to provide 
improved internal support to management and operations. A senior 
management function was created to head up this new department 
with Neil de Valk assuming the position of Director of Administration. 
The appointment of staff to manage the Human Resources, Accounting 
and Treasury, and Corporate Services sections was completed. 


The Corporate Services section is reviewing the Corporation’s 
purchasing policies and procedures and alternative suppliers are being 
sourced to reduce costs of materials and services. 


Since inception, the Corporation has approved and imple- 
mented a policy to provide its services in both official languages. At 
present OSDIC employs 13 fully bilingual people at both the profes- 
sional and support staff levels. 
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strong commitment by depositors and shareholders is an es- 

sential ingredient to success. The expansion of many commu- 

nity operations over recent years has weakened the original 
bonds of association and, hence, the active interest members once took 
in the operation of their individual credit union or caisse populaire. As 
deposit insurer whose commitment is towards the members, we seek 
to promote their owner/stewardship awareness. 


Open membership meetings are encouraged to discuss the alter- 
native solutions in resolving unit difficulties and members are encour- 
aged to vote on options that are available to them. 


The bi-monthly newsletter, OSDIC UPDATE, is our initial effort 
to keep the leagues, individual credit unions and caisses populaires 
and the Ministry in touch with our objectives and progress. 


Also, a revised and more detailed deposit insurance coverage 
brochure was completed for counter distribution in February 1988. 


During the first year of my new position as President of OSDIC, I 
have met and talked with many of the dedicated leaders and members 
of the system. Their advice and views I have sought and I would be re- 
miss if I did not express my appreciation to them all at this time. 


Our staff members are anxious to carry out their responsibilities 
with prompt effective results and in the most prudent manner accord- 
ing to the OSDIC mission statement. I appreciate their dedicated in- 
volvement in attaining this goal. 


The challenge for the future is the maintenance of a healthy 
credit union and caisse populaire system within a climate of the rapidly 
changing North American financial institutions world. Thus, it is now 
more essential for OSDIC and the credit union and caisse populaire 
system in the Province to work in tandem to achieve this goal. We wel- 
come the collaborative relationship which has been renewed in 1987 
through the Program for Change. 


Lao Aa 


George McIntyre 


President 
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AUDITORS’ REPORT 


BALANCE SHEET 


(in thousands of dollars) 


To the Board of Directors of Ontario Share and Deposit Insurance Cor- 
poration 

We have examined the balance sheet of Ontario Share and De- 
posit Insurance Corporation as at December 31, 1987 and the state- 
ments of operations and deposit insurance fund (deficiency) and 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 

In our opinion, these financial statements present fairly the fi- 
nancial position of the Corporation as at December 31, 1987 and the re- 
sults of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Le renee Wheenrrerg 


February 10, 1988 


December 31 


1987 1986 
Assets 
Cash G - 924 $ 699 
Loans receivable fi 18 
Premiums receivable and related accrued 
interest (note 1) 7/3 1,596 
Accounts and interest receivable 498 393 
Deposit insurance advances recoverable 3 psele = 
Income taxes recoverable 731 101 
Investments (note 2) 2t7s 16,330 
Recoverable deposit held in trust L277 — 


Fixed assets (net of accumulated 
depreciation and amortization 
of $465; 1986, $394) pa 137 


$ 29,855 $ 19,274 








Liabilities 
Payables and accruals S. 658 15°85 aea09 
Loan payable (note 3) LZ 76 16,348 
Notes payable (note 4) 22,750 — 
Deferred premium income 1,879 1,681 
Accrued deposit insurance losses 11,578 — 
49,641 18,428 
Deposit Insurance Fund (Deficiency) (19,786) 846 


$ 29,855 $ 19,274 





Contingent liabilities (note 9) 
ON BEHALF OF THE BOARD: 


A Wk, 


Director 


Director a 
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STATEMENT OF Year ended December 31 
OPERATIONS AND 1987 1986 
DEPOSIT INSURANCE Income 
FUND (DEFICIENCY) Premium income $ 10,072 $ 4,286 
(in thousands of dollars) Investment income 1,380 1,562 
Other 166 181 
11,618 6,029 
Expenses 
Salaries and benefits 77 O79 
Operating expenses 1,690 974 
Interest expense (note 4) 5 {6 8. = 
3,820 2,053 
Income before income taxes 7,798 3,976 
Recovery of income taxes (note 5) 691 83 
Surplus of Income over Expenses 8,489 4,059 


Less (provision for) recovery of deposit 
insurance losses (note 6) (29,121) 334 


Increase (decrease) in deposit 
insurance fund (20,632) 4,393 


Deposit insurance fund (deficiency) 


at beginning of year 846 (3,547) 


Deposit Insurance Fund (Deficiency) 
at End of Year $ (19,786) $ 846 





STATEMENT OF 
CHANGES IN 
FINANCIAL 
POSITION 


(in thousands of dollars) 


ONTARIO SHARE AND DEPOSIT 
INSURANCE CORPORATION 





Year ended December 31 


1987 1986 
Sources of Cash 
Cash From Operations 
Surplus of income over expenses $ 8,489 $ 4,059 
Items charged to operations not affecting cash 
Depreciation and amortization AA 66 
Other mes 2 
8,560 4,127 
Changes in 
Premiums receivable, net of deferred 
premium income ZL 67 
Accounts and interest receivable 220 (285) 
Payables and accruals jiey) 30 
Income taxes recoverable (630) (488) 
(130) (676) 
Cash from operations 8,430 3,451 
Other Sources of Cash 
Decrease in loans receivable ee ao 
Notes payable 22/50) — 
Recoveries from member institutions ul 334 
PAPA Ib Pe 373 
Applications of Cash 
Deposit insurance advances 20,809 — 
Repayment of loan payable Ble S074 
Purchase of investments Sp he" 1,603 
Recoverable deposit held in trust 1277 _ 
Purchase of fixed assets 146 26 
30,977 5,200 
Increase (Decrease) in Cash 225 (2376) 
Cash at beginning of year 699 2,070 
Cash at End of Year $ 924 $ 699 
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NOTES TO FINANCIAL STATEMENTS 


Year ended December 31, 1987 


GENERAL 


Ontario Share and Deposit Insurance Corporation is es- 
tablished as a corporation without share capital under 
the provisions of the Credit Unions and Caisses 
Populaires Act (“Act’’). 

The Corporation’s principal functions are to provide de- 
posit insurance, to the extent provided by the Act, on 
share capital and deposits of members of credit unions 
and caisses populaires, and to collect, accumulate and 
publish statistics on the credit union and caisse populaire 
movement. 

The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for 
insurance funding and administrative costs. 


SUMMARY OF SIGNIFICANT | 
ACCOUNTING POLICIES 


Fixed assets, depreciation and amortization. Fixed 
assets are recorded at cost. Depreciation of furniture and 
equipment is provided on the diminishing-balance 
method at the rate of 20% per annum. Leasehold im- 
provements are amortized on a straight-line basis over 
the term of the lease. 


Premium income. Premiums are based on share capi- 
tal and deposits held by member institutions. Basic pre- 
mium income is recognized when billed. 


Deferred premium income. Deferred premium in- 
come represents the additional premiums charged to 
credit unions which were not members of an approved 
stabilization fund at the time of assessment (note 1). 


Deposit insurance advances and provision for 
losses. Funds advanced in respect of deposit insurance 
and loans to member institutions are initially recorded at 
cost. Provisions against such advances are included in 
the provision for deposit insurance losses. Additional 
losses arising from claims in respect of insured deposits 
are estimated and provided for at the time that member 
institutions become insolvent. 


1. PREMIUMS RECEIVABLE AND 
RELATED ACCRUED INTEREST 


Premiums receivable and related accrued interest repre- 
sents the unpaid additional premiums charged during 
1985 and 1986 (and accrued interest thereon) to credit un- 
ions which were not members of an approved stabiliza- 
tion fund at the time of assessment. Specifically those 
credit unions referred to in note 9(a) comprise a signifi- 
cant portion of these outstanding premiums. These 
charges are in dispute. 


2. INVESTMENTS 


Investments, which are recorded at cost plus accrued in- 
terest, consist of: 
1987 1986 
(thousands) 

Bankers’ Acceptances S2L176 $° 989 
Government of Canada 

Treasury Bills == 15,339 
Other u 2D. 


$21,178 $ 16,330 








3. LOAN PAYABLE 


The loan payable to a Canadian chartered bank is un- 
secured, bears interest at a floating rate related to the 
bank’s prime rate and is repayable in equal semi-annual 
instalments from June 30, 1985. The loan matures De- 
cember 31, 1991. The principal of the loan is guaranteed 
by the Province of Ontario. Principal repayments are the 
responsibility of the Corporation. Interest payments are 
recoverable from the Province of Ontario. Principal re- 
payments are $3,571,430 in each of the next three years 
and $2,062,070 in 1991. 


4. NOTES PAYABLE 


Promissory notes payable bear interest, compounded 
monthly at a rate set monthly equal to the higher of the 
average yield on the first three month Ontario Treasury 
Bill auction or average yield on the first three month Can- 
ada Treasury Bill auction. The notes are due October 30, 
1997, are callable by the Corporation after five years and 
are guaranteed by the Province of Ontario (see note 9(c)). 


5. INCOME TAXES 


The Corporation is taxable under the Income Tax Act. As 
premium income is not included in income for tax pur- 
poses, the Corporation incurred a loss for income tax 
purposes. 


6. PROVISION FOR (RECOVERY OF) 
DEPOSIT INSURANCE LOSSES 


The provision for deposit insurance losses is comprised 
of the following: 
Year ended 
December 31 
1987 1986 
(thousands) 


Toronto Board of Education Staff 
Credit Union Limited (TBESCU) $15,856 $ — 
DUCA Credit Union 
(Niagara) Limited 
Golden Horseshoe Credit Union 
Limited 2,225 = 
Lockerby Community Credit 


4,762 —_ 


Union Limited 1,800 — 
Stratford & District Credit 
Union Limited oe — 
Owen Sound Community Credit 
Union Limited AE SOWS — 
Other provisions (10 credit unions) 1,424 — 
Recoveries (11) (334) 
$ 29,121 $ (334) 





The Corporation is a party to legal proceedings between 
Credit Union Central of Ontario ana the trustee of the es- 
tate of TBESCU, by virtue of which the Corporation may 
recover a portion of its deposit insurance loss related to 
TBESCU. 

The Corporation has instructed its counsel to review all 
of its potential claims for recovery related to TBESCU. 
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7. FORGIVABLE LOAN 


In 1985, the Corporation provided a forgivable loan in the 
amount of $23,490,650 to facilitate the amalgamation of 
Caisse Populaire Ste. Anne d’Ottawa Inc. and Caisse 
Populaire Laurier d’Ottawa Limitée (Ste. Anne- 
Laurier’). In accordance with generally accepted ac- 
counting principles, the full amount of the forgivable 
loan was provided for in 1985. To date, $10,600,000 of 
this amount has been forgiven. 


The balance of the loan to the caisse populaire is un- 
secured and repayable, without interest, in five equal an- 
nual instalments of $2,578,130. Loan repayments are for- 
givable when the caisse populaire complies with certain 
conditions established by the Corporation; however, the 
instalments may not be forgiven if these conditions are 
not met. Furthermore, under the terms of the assistance 
agreement, the Corporation is entitled to an amount 
equal to 20% of the caisse populaire’s net earnings dur- 
ing the period up to and including the 1994 fiscal year. 
The aggregate payments under this provision are not to 
exceed $1,000,000. The Corporation has received aggre- 
gate payments of $71,950. 


8. PENSION PLAN 


The Corporation has a defined benefit pension plan. The 
most recent actuarial valuation, which was prepared as 
at August 31, 1985, showed the plan to be fully funded. 


9. CONTINGENT LIABILITIES 


(a) Certain credit unions have commenced legal actions 
against the Corporation for the return of assess- 
ments of $4,560,138 (plus interest) previously paid 





to the Corporation which amounts have been paid 
by the Corporation as financial assistance. It is the 
view of the Corporation’s management that these 
actions are without merit and the Corporation will 
defend this position. 

(b) In addition to those credit unions for which the Cor- 
poration has provided for deposit insurance losses, 
there were 70 credit unions and caisses populaires 
which have recorded accumulated deficits of ap- 
proximately $73.6 million at December 31, 1987. The 
Corporation has identified 20 of these credit unions 
and caisses populaires, representing $42.5 million of 
the aggregate deficits, that continue to sustain 
losses. The remaining 50 are currently reporting 
profits. 

(c) The Ontario Development Corporation, as agent for 
the Province of Ontario, has made available to the 
Corporation a guarantee for loans in the aggregate of 
up to $75 million to provide financial and rehabilita- 
tive support to the credit unions and caisses 
populaires (see note 4). 


10. ASSETS UNDER ADMINISTRATION 


Stabilization Fund for the Association of Credit Unions 
of Ontario 
During 1987, the Stabilization Fund was dissolved 
and the Corporation returned the assets of the fund 
totalling $1,841,551 directly to the members of the 
Association of Credit Unions of Ontario. 


11. COMPARATIVE FIGURES 


Certain of the prior year’s accounts have been reclassi- 
fied to conform with the presentation adopted in the cur- 
rent year. 
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Asset Mix Among Ontario’s Credit Unions and 
Caisses Populaires Over a Ten Year Period 
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1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 
C] Term Deposits bosses and Other RSP Deposits 
No. of Credit Unions and 
Caisses Populaires 
4th quarter 1987 4th quarter 1986 
Affiliation 
Credit Union Central of Ontario 689 724 
La Fédération des caisses populaires 
de l’Ontario Inc. 2 54 
L’ Alliance des Caisses Populaires 
de l’Ontario Limitée ala “tn 
Unaffiliates 43 44 


795 833 
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BOARD OF 
DIRECTORS 


SUB-COMMITTEES 


Kenneth R. Oswell, Chairman 


Mr. Oswell retired in 1984 as a partner in 
a major international firm of chartered 
accountants and management consult- 
ants. Throughout his career, he has been 
active in a broad range of domestic and 
international professional business and 
community activities. 


David W. Pretty, Vice Chairman 


Mr. Pretty was formerly president of a 
major life insurance company and has 
extensive background in the insurance 
and investment fields. He is currently 
president of a financial and management 
consulting company. 


Jean-Baptiste Alie 

Mr. Alie is an entrepreneur in Hawkes- 
bury, Ontario. He has been involved in 
the credit union and caisse populaire 
movement for many years. He is presi- 
dent of La Federation des caisses 
populaires de |’Ontario Inc. 


Matthew Gaasenbeek 


Mr. Gaasenbeek is president of a venture 
capital corporation as well as a natural re- 
source company and is a director of sev- 
eral public and private companies. He 
has occupied a number of senior posi- 
tions in investment broker firms. He also 
served as senior advisor to the Canadian 
International Development Agency. 


R. William Lawson 


Mr. Lawson retired as Senior Deputy 
Governor of the Bank of Canada in Feb- 
ruary 1984. He was named Officer of the 
Order of Canada in June 1984. He was 
also a member of Canadian delegations 
to many international conferences. 


Audit Committee 


This committee liaises with the external 
auditors of the Corporation to ensure 
that sound business practices are applied 
within the Corporation. The committee 
also reviews the audited financial state- 
ments of the Corporation with a view to 
making required recommendations to 
the board. 


James G. McPherson, 
Chairman 

Roland Sewell 

Jack Sibley 


Deposit Insurance Protection Com- 
mittee 


This committee reviews matters pertain- 
ing to credit unions and _ caisses 
populaires taken under the direction of 
the Corporation pursuant to section 116 
of the Act. The committee also acts on be- 
half of the board in situations requiring 
immediate board decisions for credit un- 
ions and caisses populaires taken under 
direction. 


Matthew Gaasenbeek, 
Chairman 
David W. Pretty 





Ronald A. Marion 


Mr. Marion is a lawyer with a major legal 
firm in Welland, Ontario. He has been 
actively involved in various community 
activities. 


James G. McPherson 


Mr. McPherson is a partner in a major 
law firm in Toronto, Ontario where he 
specializes in advising owner-managed 
businesses. He has acted as a director of 
numerous commercial and community 
organizations. 


Lili-Ann Renaud-—Foster 


Ms. Renaud-Foster has extensive experi- 
ence in the management consulting 
field, including practice management 
with some of Canada’s major firms. She 
is president of a management consulting 
firm specializing in human resources. 


Roland Sewell 


Mr. Sewell retired as Acting Assistant 
Deputy Minister, Finance & Administra- 
tion with the Ministry of Agriculture. He 
has been involved in the credit union 
and caisse populaire movement for sev- 
eral years with the Ontario government. 


Jack C. Sibley 


Mr. Sibley has been involved in the 
credit union and caisse populaire move- 
ment over the past 30 years and was 
president of Credit Union Central of On- 
tario. He retired after many years with 
two major insurance companies. 


Human Resources Committee 


This committee assists in an advisory ca- 
pacity for the implementation of policies 
relating to the Corporation’s compensa- 
tion, employee benefits and related mat- 
ters. 


Lili-Ann Renaud-Foster, 
Chairperson 
Ronald A. Marion 


Investment Review Committee 


This committee liaises with management 
for the purpose of periodically reviewing 
the Corporation’s investment policies 
and practices in accordance with the 
Credit Unions and Caisses Populaires 
Act 


R. William Lawson, 
Chairman 

James G. McPherson 

Jack Sibley 


Mr. Kenneth R. Oswell is an ex-officio 
member of all sub-committees of the 
board. 
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ADVISORY 
COMMITTEES 


Ontario Share and Deposit 
Insurance Corporation Advisory 
Committee Membership 





Representatives 
from individual 
Credit Unions and 
Caisses Populaires 





] Ministry of Financial 
S Institutions Staff 





Credit Union Central 
of Ontario Staff 


ea L’ Alliance des 


Caisses Populaires 
de l'Ontario Staff 


La Fédération des 
Caisses Populaires 
de l'Ontario Staff 


DEPOSIT PROTECTION 
ADVISORY COMMITTEE 


Function and Responsibilities: 

¢ Generate ideas and opinions in an analytical 
and constructive manner which are necessary 
to stimulate feasible alternative solutions to 
credit unions and caisses populaires in finan- 
cial difficulty. 


Members: 

Kathleen Fitzgerald, Starnews Credit Union 
Limited. Region: Toronto. 

Ronald Fitzgerald, The Civil Service 
Co-Operative Credit Society Limited. 
Region: Ottawa. 

Jean Louiseize, Caisse Populaire Sturgeon 
Falls Limitée. 

Region: Sturgeon Falls. 

Joseph Mahoney, Queens Park Civil Service 
Credit Union Limited. 

Region: Toronto. 

James Nowlan, Avestel Credit Union Limited. 
Region: Hamilton. 

Jean Marc Viau, Caisse Populaire Alexandria 
Limitée. Region: Alexandria. 

Olha Zawerucha, So-Use (Toronto) Credit 
Union Limited. Region: Toronto. 

Norman Wilson, Ministry of Financial 
Institutions. Region: Toronto. (Observer) 


FINANCIAL AND 
MANAGEMENT PRACTICES 
ADVISORY COMMITTEE 


Function and Responsibilities: 
Review and provide comments and input on: 
¢ Draft standards and guidelines on sound fi- 
nancial and management practices, 

e Methods for the effective delivery, imple- 
mentation and enforcement of standards and 
guidelines, 

e Methods by which users can be trained to op- 
timize use of the standards and guidelines. 


Members: 

Jean Guy Clément, Caisse Populaire de 

Hawkesbury Limitée. Region: Ottawa. 

William Goertz, Niagara Credit Union 

Limited. Region: Niagara. 

Richard Hornowski, Hepcoe Credit Union 

Limited. Region: Toronto. 

Jean Guy Lafleche, La Fédération des caisses 

populaires de l'Ontario Inc. 

Region: Ottawa. 

Al Marentette, Credit Union Central of 

Ontario. Region - Toronto 

Albert Perras, L’Alliance des Caisses 

Populaires de l'Ontario Limitée. 

Region: North Bay. 

Alex Shatford, Great Lakers Credit Union 

Limited. Region: Toronto. 

Edward Stravinskas, Parama Lithuanian 

Credit Union Limited. Region: Toronto. 
Robert Tune, Metro Toronto Police Credit 

Union Limited. Region: Toronto. 

Norman Wilson, Ministry of Financial 

Institutions. Region: Toronto. 





CAPITAL ADEQUACY 
ADVISORY COMMITTEE 


Function and Responsibilities: 

¢ Review in accordance with defined criteria 
and evidence, applications of credit unions 
and caisses populaires unable to meet surplus 
and capital requirements, 

¢ Recommend to the Director of Credit Unions 
the course of action which should be taken on 
each application, 

¢ Review, and make comments and sugges- 
tions to OSDIC on capital adequacy issues as 
are considered by OSDIC to be appropriate. 


Members: 

Raymond Boucher, La Caisse Populaire de 
Kapuskasing Limitée. 

Region: Kapuskasing. 

Gerald Clément, Windsor Teachers Credit 
Union Limited. Region: Windsor. 

Aurel Rhéault, Caisse Populaire de 
Chelmsford Limitée. Region: Sudbury. 

John Rider, Toronto Fire Department 
Employees Credit Union Limited. 

Region: Toronto. 

Robert Watson, Atlas Employees (Welland) 
Credit Union Limited. 

Region: Welland, 


STATISTICS USERS’ ADVISORY 
COMMITTEE 


Function and Responsibilities: 
Provide input and comments on: 

¢ Data, information and outputs required by 
users including the required frequency, 

e Ways and means of capturing data and/or 
outputs, 

e Allocation to users of the cost of the statisti- 
cal system, 

e Ways and means by which users can be 
trained to optimize use of the system and re- 
ports, 

¢ Medium and long-range direction for tech- 
nological developments on information proc- 
essing. 


Members: 

Dennis Daub, Waterloo County Board of 
Education Employees Credit Union Limited. 
Region: Kitchener. 

Muriel Dow, London Transit Employees 
Credit Union Limited. Region: London. 
Raymond Jackle, Credit Union Central of 
Ontario. Region: Toronto. 

Sean Jackson, Niagara Credit Union Limited. 
Region: Niagara. 

Jean Guy Lafleche, La Fédération des caisses 
populaires de l’Ontario Inc. 

Region: Ottawa. 

John MacKinnon, The _ Civil Service 
Co-Operative Credit Society Limited. 
Region: Ottawa. 

Raymond Prévost, Caisse Populaire St-Jean de 
Brébeuf (Sudbury) Limitée. 

Region: Sudbury. 

Milton Stewart, Cangeco (Toronto) Credit 
Union Limited. Region: Toronto. 

Réjean Vaillancourt, Caisse Populaire de 
Hearst Limitée. Region: Hearst. 

Norman Wilson, Ministry of Financial 
Institutions. Region: Toronto. 


CORPORATE 
ORGANIZATIONAL 
STRUCTURE 
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DEPOSIT PROTECTION SERVICES 
Bill Foster, Vice President 


Management of credit unions/caisses populaires 
under direction 

Due diligence reviews 

Restructuring 

Asset sales 

Dissolutions 

Control reporting profitable deficit units 


ADMINISTRATION 
Neil de Valk, Director 


Accounting 

Treasury 

Human resources 

Planning & budgeting 

Corporate services 

Internal compliance with OSDIC by-laws 
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SERVING 
HE 
SYSTEM 





FINANCIAL MANAGEMENT PRACTICES 
& MONITORING 


Rudee Baksh, Vice President 


Risk analysis and reserve fund monitoring 
Monitoring 

System reporting 

Credit union/caisse populaire reporting 
Statistics and computer services 
Performance standards/guidelines 

Sound financial and management practices 


Deposit insurance, annual renewal and premi- 
ums 


Programs for surplus reporting credit unions un- 
able to meet capital requirements 


Co-ordination of examination requirements 
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A nos établissements membres, 

aux Caisses populaires et credit unions de l'Ontario, 
et a honorable Murray J. Elston, 

ministre des Institutions financieres 


La Société ontarienne d’assurance des actions et dépots 
4711, rue Yonge, bureau 700, North York (Ontario) 
M2N 6K8 

(416) 730-8690 


LA SOCIETE ONTARIENNE D’ASSURANCE 


DES ACTIONS ET DEPOTS 





Mission de la société 








Accroitre la sécurité et la confi- 
ance des déposants et socié- 
taires des caisses populaires et 
credit unions de l'Ontario en 
les pourvoyant de l’assurance- 
dépots universelle prévue par 
la loi. 


En s’acquittant de notre mis- 
sion, nous travaillons de con- 
cert avec les caisses populaires 
et les credit unions ainsi 
qu’avec les fédérations et les 
organismes de réglementation 
pour élaborer et mettre en 
oeuvre des pratiques et des 
mesures de protection des- 
tinées a reduire au minimum 
les demandes d’indemnisation, 
pour que l’assurance-dépots 
soit toujours offerte au prix le 
plus bas possible. 








CONSEIL D’ADMINISTRATION 


De gauche a droite - Premiere rangée : Lili-Ann Renaud-Foster, 
Kenneth R. Oswell, David W. Pretty. 

Deuxieme rangée : R. William Lawson, Roland Sewell, 

Ronald A. Marion, Matthew Gaasenbeek, Jean-Baptiste Alie, 
James G. McPherson 


UN MESSAGE DU PRESIDENT D 


CONSEIL D’ADMINISTRATIO 








M. Kenneth R. Oswell, FCA, FCMC 
Président du conseil de la SODAD 









Rendement du mouvement _ 
_ontarien depuis 1979 
. _—_ 


Actif 

mmm Membres 

mas =Rendement du capital 

ee Ratio de l’excédent a l’actif 


* mesuré par rapport 4 une valeur de 
référence de 100% en 1979 








Une planification a long 
terme qui va de l’avant 





Au cours de l'an dernier, la 
Société ontarienne d'assurance 
des actions et dépdts (SODAD) a 
connu beaucoup de succes dans 
la réalisation de ses objectifs 
immédiats et a long terme. 


Le Programme de change- 
ment a modifié le role tradition- 
nel d'assureur-dépots de la 
SODAD qui est désormais 
appelée a aller au-devant des dif- 
ficultés pour rétablir la vigueur 
du mouvement ontarien des 
caisses populaires et credit 
unions. Ce role continuera 
d'évoluer car l'effacement 
progressif des déficits permettra 
a la Société de se consacrer 
davantage aux programmes de 
réhabilitation et de gestion des 
risques. 

Depuis l'inauguration du 
Programme de changement au 
mois d'avril 1987, la SODAD a 
axé son action sur deux activités 
prioritaires. 

En premier lieu, il fallait 
effacer les déficits, déja connus 
au début du Programme, qui 
étaient critiques et dans bien des 
cas existaient depuis longtemps. 
En outre, on a découvert par la 
suite plusieurs autres déficits qui 
ont nécessité l'intervention 
directe de la SODAD. 


Vers le milieu de l'année, la 
SODAD a réussi a contenir le 
déficit global auquel, en avril de 
1987, des pertes d'exploitation 
continuelles ajoutaient un million 
de dollars par mois. 


La SODAD a maitrisé la situ- 


ation par la gestion directe des 
établissements ayant des déficits 
critiques. En méme temps, nous 
avons introduit un programme 
pour aider les institutions défici- 
taires déclarant un bénéfice a 
résoudre elles-mémes leurs diffi- 
cultés financiéres. Grace a ce 
programme, la SODAD réduira 
au minimum les frais qu'elle et le 
mouvement auront a payer sous 
forme de prélevements directs 
sur nos fonds d'assurance. 

En deuxiéme lieu, il fallait 
réduire les risques auxquels le 
mouvement était exposé. Le pro- 
gramme de gestion des risques, 
implanté en priorité en 1988, 
assure la premiere alerte des 
problemes financiers. Le 
redressement des établissements 
en difficulté releve de la direc- 
tion et des administrateurs qui 
collaborent avec les fédérations, 
l'organisme de réglementation et 
la SODAD. 

Dans le cadre d'une planifi- 
cation a long terme, les pro- 
grammes de gestion des risques 
et de soutien a |'élimination des 
déficits soulignent l'évolution du 
role de la SODAD comme 
assureur-dépots prevoyant. 


Le mouvement ontarien des 
caisses populaires et credit 
unions a vigoureusement appuye 
les initiatives de la SODAD. 
Quatre comités consultatifs 
regroupant des cadres supérieurs 
des établissements, des fédéra- 
tions et de l'organisme de régle- 
mentation permettent au 
mouvement de participer directe- 
ment au processus décisionnel 
de la SODAD. 


'apport de ces cadres a la 
préparation de recommanda- 
tions pour le conseil d'adminis- 
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Evolution de la composition 
du mouvement des caisses 
populaires et credit unions 
de l'Ontario, par taille 
d'établissement 





1979 1983 1988 





Caisses populaires et credit unions 
ayant un actif de: 


[] 25 millions $ ou plus 
MMM 25.2 25 millions $ 


HE moins de 2,5 millions $ 








tration est tres apprécié. Nous 
sommes reconnaissants égale- 
ment envers les caisses popu- 
laires et les credit unions qui ont 
appuyé les méthodes de fusion- 
nement de la SODAD et qui ont 
contribué ainsi a garder la bonne 
clientéle des institutions defici- 
taires au sein du mouvement 
ontarien. 


Bien que le mouvement 
ontarien ait connu une crois- 
sance récente de ses excédents 
et de son capital, il ne soutient 
pas, a cet égard, la comparaison 
avec d'autres institutions finan- 
ciéres. A l'avenir, on aura a 
relever le défi d'accumuler les 
excédents et le capital qui sont 
indispensables a la santé finan- 
ciére du mouvement. La con- 
joncture actuelle est tres 
favorable dans notre province, et 
il convient aux caisses populaires 
et aux credit unions d'en profiter 
pour augmenter leurs réserves. 


Plusieurs établissements ont 
inaugure, aupres de leurs socie- 
taires, un programme permanent 
d'injection de capitaux. Nous 
invitons les autres établissements 
membres a étudier ce pro- 
gramme et - espérons-le - a en 
imiter le succes. Cette augmenta- 
tion de réserves réduira les 
risques pour la SODAD et fera 
baisser, avec le temps, la somme 
de cotisations que le mouvement 
aura a payer sous forme de 
primes d'assurance-depots. 

Il est evident qu'a l'avenir, la 
concurrence parmi les institu- 
tions financieres sera encore 


plus sévére qu'aujourd'hui. Les 
sociétés coopeératives de crédit 
en Ontario sont bien placées 
pour s'attirer une part impor- 
tante de la clientele de détail de 
la province. Cela exige toutefois 
une promotion vigoureuse des 
avantages du mouvement 
cooperatif et des liens de pro- 
priété ou de fiducie plus €troits 
avec les sociétaires. Entre autres, 
les caisses populaires et credit 
unions auront a s'entraider 
davantage. 


En terminant, je voudrais 
faire remarquer que M. Jack 
Sibley a achevé son mandat 
d'administrateur en 1988. Nous 
tenons a exprimer notre recon- 
naissance envers M. Sibley quia 
apporte a sa charge ses trente 
ans d'expérience dans le 
mouvement coopératif de 
l'Ontario. Je remercie également 
le conseil d'administration, ses 
sous-comités ainsi que la direc- 
tion et le personnel de la 
SODAD de leur grande fidelite 
au mouvement ontarien des 
caisses populaires et credit 
unions. 


Au nom du conseil d'admi- 
nistration, 





Kenneth R. Oswell 
Président du conseil 








M. George McIntyre, FCA 
Président de la Société 
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Pour la premiere fois en 1988, la 
SODAD a vécu toute une année 
d’opérations sous le régime du 
Programme de changement. Une 
attention particuli¢re apportée a 
la planification stratégique et a 
la restructuration vers la fin de 
lexercice 1987 nous a permis, 
au début de 1988, de nous occu- 
per des questions prioritaires, 
soit l’effacement des déficits et la 
gestion des risques. 


En exécutant son mandat de 
faire disparaitre les déficits au 
sein du mouvement, la SODAD a 
toujours da trouver des solutions 
qui soient permanentes, @quita- 
bles et peu dispendieuses. Selon 
notre expérience, chaque caisse 
populaire ou credit union 
atteinte de difficultés financieres 
représente un cas d’espéce. Nous 
avons donc recherche, pour 
chaque établissement, une solu- 
tion axée sur une planification 
stratégique particuliere destinée 
a garder, au sein du mouvement, 
tous les actifs valables. Le sys- 
teme de liquidation par man- 
dataire et de vente d’actifs a 
incité a la réhabilitation dans le 
mouvement entier. Grace a ces 
initiatives, nous avons réussi a 
réduire au minimum les incon- 
vénients pour les soci€taires et 
les frais de redressement des 
problémes liés aux déficits. Par 
ailleurs, la SODAD mettra au 
point, pendant l’exercice 1989, 
des programmes de réhabilita- 
tion et d’assistance pour les insti- 
tutions déficitaires soumis au 
programme de rapports de con- 
trdle destinés a assurer leur 
rétablissement. 


Nous avons le plaisir 
d’annoncer que la stabilité et la 
santé financieére des caisses 
populaires et credit unions de 
l'Ontario ont continué de 
s’améliorer au cours de l’année 
1988. Pour l'ensemble du mou- 
vement a la fin de cet exercice, 


le ratio de l’excédent a l’actif 
était de 2,2%, et le ratio du total 
des excédents et du capital a 
lactif était de 2,6%. Cela 
représente une nette améliora- 
tion par rapport aux ratios, con- 
statés en 1987, de 1,2% et de 
1,7% respectivement. La Loi stip- 
ule que d’ici 1997, ces ratios 
doivent monter a 3% et 2%, soit 
5% au total. Il est primordial que 
le mouvement atteigne ces 
objectifs pendant la conjoncture 
favorable car un fléchissement 
de l'économie réduirait les béné- 
fices et provoquerait des prob- 
lémes imprévus dont la solution 
exigerait des réserves impor- 
tantes. 


Un autre signe positif est le 
fait que le rendement de l’actif 
(bénéfice net apres la distribu- 
tion de dividendes, exprimé en 
pourcentage de l’actif) a aug- 
menté de 0,64% en 1987 a 0,69% 
en 1988. Cependant, les fonds 
de stabilisation des coopératives 
de crédit du Canada, reunis en 
congrés national au mois de mai 
1988, ont préconisé un bénéfice 
net de 0,75 %. 


PRIMES D’ASSURANCE- 
DEPOTS 

La modification de la struc- 
ture des primes a fait monter les 
revenus de la Société de 10,1 
millions $ en 1987 a 11,7 mil- 
lions $ en 1988, l’excédent des 
revenus sur les dépenses se 
chiffrant a 5,7 millions $. 
Cependant, |’élimination de 
déficits a exigé une provision 
pour pertes de 68,8 millions $, 
ce qui a entrainé une insuffi- 
sance du fonds d’assurance- 
dépdts de 82,9 millions $ au 
31 décembre 1988. 

Selon le rapport annuel de 
l'exercice antérieur et le présent 
rapport, le fonds d’assurance- 
dépots de la SODAD restera 


insuffisant tant que nous 
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n’aurons pas récupéré le mon- 
tant intégral des déficits encou- 
rus par les caisses populaires et 
credit unions ainsi que les frais 
d’administration et de finance- 
ment connexes. 


Responsabilité de fixer 
une prime annuelle 
d’assurance-dép6ts 


Conformément a l'article 
111(4) de la Loi sur les caisses 
populaires et les credit unions, 
la SODAD est tenue de fixer 
une prime annuelle d’assurance- 
dépots pour chaque caisse popu- 
laire et credit union, afin de 
faire face a ses frais d’adminis- 
tration et d’alimenter son fonds 
de réserve d’assurance. La prime 
doit étre fixée dans les 90 jours 
qui suivent le début de l’année 
civile et selon les conditions 
prescrites par les reglements. 
Cette responsabilité légale, a 
savoir de fixer un taux de prime 
afin de faire face a ses frais 
d’administration et d’alimenter 
son fonds de réserve d’assu- 
rance, est conforme aux usages 
de l’industrie de l’assurance. 


Besoins de capitalisation 
du fonds de réserve 
d’assurance 


Le taux de prime doit étre 
suffisant pour alimenter le fonds 
de réserve nécessaire au 
paiement des demandes de 
réeglement futures. Dans l’indus- 
trie de l’assurance, ce fonds de 
reserve a toujours été établi 
selon des estimations actua- 
rielles, lorsque les risques sont 
de durée incertaine. Or, une 
recente estimation actuarielle 
indique que la SODAD a besoin 
d’un montant approximatif de 
225 millions $ pour la capitalisa- 
tion a long terme du fonds. 


Selon les données dont 
nous disposons actuellement, le 


total des pertes encourues par 
les caisses populaires et credit 
unions connues pour étre défici- 
taires, et nécessitant un finance- 
ment par la SODAD, s’éléeve a 
environ 125 millions $. Ce mon- 
tant est supérieur aux déficits 
estimatifs de 75 millions $, dont 
il est fait mention dans les modi- 
fications au Programme de 
changement, publi€ées en mars 
1987 par le ministere des 
Institutions financiéres. Dans le 
communiqué de décembre 1987 
concernant les primes d’assu- 
rance-dépots de 1988, le mouve- 
ment était mis au courant des 
déficits additionnels connus. 
Nous avons communiqué de 
plus amples renseignements a 
ce sujet dans notre rapport sur 
effacement des déficits, qui fut 
envoyé aux Caisses populaires et 
credit unions en octobre 1988. 
Cette méme information fut en 
outre véhiculée dans le cadre 
d’exposés lors du congres de la 
Credit Union Managers’ 
Association et de la conférence 
des présidents, qui eurent lieu 
vers la fin de l'année derniere. 


Il y a deux principales 
raisons pour lesquelles les 
pertes estimatives des caisses 
populaires et credit unions con- 
nues pour étre déficitaires ont 
passé de 75 a 125 millions $. Les 
voici : 

e Dans un certain nombre de 
cas, les déficits reels déter- 
minés a la suite d’examens 
de viabilité, relativement au 
reglement de situations 
déficitaires précises, ont été 
beaucoup plus élevés que les 
déficits antérieurement sig- 
nalés par ces caisses popu- 
laires et credit unions. 


e Plusieurs situations défici- 
taires imprévues sont sur- 
venues, alors qu’elles 
n’existaient pas ou n’étaient 
pas connues il y a deux ans. 


Calcul de taux de prime 


Plusieurs éléments-clés 
doivent étre pris en compte dans 
le calcul du taux de prime 
d’assurance-dépots pour 1989. 
Ce sont les suivants: 


1. Besoins de capitalisation 
du fonds de réserve 
d’assurance : 


Comme nous l’avons déja 
mentionné, les besoins sont 
de deux ordres : soit 225 mil- 
lions $, en fonction d’une esti- 
mation actuarielle du total des 
pertes connues et anticipées; 
soit 125 millions $, en fonc- 
tion des pertes estimatives de 
caisses populaires et credit 
unions connues pour étre 
déficitaires. Le taux de prime 
doit également permettre de 
couvrir les frais d’administra- 
tion de la SODAD, qui 
s’élévent a environ 4,9 mil- 
lions $ en 1989. De plus, les 
frais d’intérét pour 1989, sur 
les emprunts nécessaires au 
reglement des déficits, pour- 
raient étre de l’ordre de 12 
millions $, selon les taux 
d’intérét pour le reste de 
l'année. 


~ 


Délai requis pour satisfaire 
aux besoins de capitalisa- 
tion : 


Le taux de prime est fonction 
du délai dans lequel les 
emprunts et cotts relatifs au 
financement des déficits 
doivent étre repayés, et de 
tous fonds additionnels levés. 
Le Programme de change- 
ment a actuellement encore 
huit années a courir. 


Sources de financement : 


ye 


Le taux de prime peut égale- 
ment étre déterminé selon les 
sources de revenu dont dis- 
pose la SODAD. A l'heure 
actuelle, les cotisations de 
primes percues sur les caisses 





populaires et credit unions 
constituent la seule source de 
financement pour la SODAD. 


Si la prime était calculée en 
fonction des besoins de capitali- 
sation de 225 millions $, selon 
les estimations actuarielles, et si 
les emprunts étaient remboursés 
dans les huit ans que reste a 
courir le Programme de change- 
ment, le taux serait de 3,40 $ 
pour chaque millier de dollars 
en parts sociales et dépots. 


Si la prime était calculée en 
fonction du financement du total 
des pertes estimatives des caisses 
populaires et credit unions con- 
nues pour étre déficitaires, 
s’élevant a 125 millions $, et si 
les emprunts étaient repayés 
dans les huit ans que reste a 
courir le Programme de change- 
ment, le taux serait de 2,50 $ 
pour chaque millier de dollars 
en parts sociales et dépots. 


Considérant que de tels taux 
de prime imposeraient de 
sérieuses contraintes aux Caisses 
populaires et credit unions, nous 
avons commencé des pourpar- 
lers avec les fonctionnaires du 
Ministére vers la fin de 1988. Ces 
derniers ont en conséquence 
invité l'industrie 4 soumettre des 
propositions relativement aux 
besoins de capitalisation du 
fonds de réserve d’assurance de 
la SODAD. Récemment, les 
représentants du Ministere, de la 
SODAD et de l’industrie se sont 
réunis pour discuter du taux de 


prime de 1989 et des options 
visant a traiter la question du 
financement. A la suite de ces 
pourparlers, la SODAD a fixé 
pour 1989 un taux de prime de 
2,10 $ pour chaque millier de 
dollars en parts sociales et 
dépots. 

Lindustrie a demandé que 
lui soit accordée une autre pos- 
sibilité d’élaborer une formule 
de financement, permettant de 
répondre adéquatement aux 
besoins de capitalisation du 
fonds de réserve d’assurance de 
la SODAD, au moyen d’un taux 
de prime de 1,50 $ pour chaque 
millier de dollars en parts 
sociales et dépdts. La SODAD, 
les fonctionnaires du Ministére 
et les agents de l’industrie se 
sont reunis en avril pour étudier 
a fond d’autres possibilités, 
avant le 31 juillet 1989. Cette 
date est celle prévue pour le 
réglement du solde de la prime, 
soit 0,60 $ pour chaque millier 
de dollars en parts sociales et 
dépdts. Nous espérons connaitre 
sous peu l’issue de ces entre- 
tiens. 


CONCLUSION 


La SODAD a beaucoup 
évolué depuis le debut de 
année 1987 et a fait de grand 
progres vers la réalisation de ses 
objectifs. L-honneur de ces réali- 
sations revient non seulement a 
la Société mais aussi au grand 
nombre d’intervenants du mou- 


vement qui ont appuyé nos 
efforts pour aider les caisses 
populaires et credit unions de la 
province. 


On a parachevé la restruc- 
turation de la SODAD qui dis- 
pose actuellement d’un 
personnel complet pour répon- 
dre aux besoins bilingues du 
mouvement et de ses membres. 
Dans le cadre de ce renouvelle- 
ment, la Société a deménagé 
dans de nouveaux locaux au 
cours de l’année 1988. 


Il nous reste des défis 
importants a relever, surtout en 
ce qui concerne |’établissement 
de réserves pour protéger le 
mouvement contre une mau- 
vaise conjoncture. Je suis toute- 
fois confiant que par une 
concertation articulée, les étab- 
lissements, les fédérations, 
lorganisme de réglementation et 
la SODAD sauront nous procu- 
rer, a l'avenir, un réseau 
coopératif ontarien qui sera plus 
robuste et plus unifié. 


George McIntyre 
Président 
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M. C. William D. Foster 
Vice-president, 
Service de la protection des dépots 





Grdce aux reunions hebdomadaires du 


personnel du SPD travaillant sur le ter- 
rain, le traitement equitable des deficits 
est assure partout dans la province. 


Service de la protection des 
depots 


En vertu du Programme de 
changement, la SODAD a recu le 
mandat d'éliminer les déficits 
déclarés par les caisses populaires 
et credit unions de I'Ontario.On a 
donc créé le Service de la protec- 
tion des dépéts pour mettre ce 
mandat a exécution. 


Au mois d'avril 1987, le déficit 
global du mouvement croissait a 
raison d'environ un million de dol- 
lars par mois. La SODAD devait 
donc, en priorité, implanter deux 
programmes d'envergure pour 
effacer les déficits et repondre 
ainsi aux besoins des €tablisse- 
ments en difficulté financiére. Le 
premier plan d'action, exigeant 
l'intervention directe du Service de 
la protection des depots, a été 
concu pour refréner sans délai les 
déficits et les frais connexes que le 
mouvement aurait a payer. Dans le 
deuxieme programme, destiné a 
aller au-devant des difficultés, le 
Service collaborait avec les étab- 
lissements déficitaires dans une 
situation contrdlée, afin de les 
aider a se rétablir eux-mémes. Vers 
le milieu de l'année, les états 
financiers vérifiés a travers le mou- 
vement ont signalé que la crois- 
sance des déficits avait été arrétée. 


LE REDRESSEMENT AXE 
SUR LES EFFORTS DES 
ETABLISSEMENTS 
DEFICITAIRES 


La SODAD, travaillant de con- 
cert avec les établissements 
déclarant un bénéfice, les aide a 
trouver eux-mémes des solutions. 
Grace a ce programme de 
redressement dirigé, on peut 
améliorer les politiques de gestion, 
assurer une meilleure rentabilité et 
mettre en commun les ressources 
de la communauté pour profiter 
des €conomies d'échelle et offrir 
un éventail plus large de services a 


la clientele. En 1988, la SODAD a 
ainsi facilité le réetablissement de 
cing institutions dont le déficit 
global s'élevait a 7 millions $. 
Conjointement avec le mouve- 
ment et le gouvernement, la 
Société étudie également de nou- 
velles formules qui habiliteraient 
les caisses populaires et les credit 
unions a améliorer leur situation 
financiére par la vente de dif- 
férents types de capital bloqué. 


LA: CESSION DES APEAIRES: 
UN MOYEN DE GARDER 
TA CUIENTELE 


L'arrét de la croissance des 
déficits étant indispensable, la 
SODAD a da s'occuper directe- 
ment des établissements qui con- 
tinuaient de subir des pertes. En 
collaboration avec des comités 
consultatifs locaux et en consulta- 
tion avec les sociétaires des insti- 
tutions concernées, la Société a 
élaboré, conformément a son 
mandat, trois programmes 
généraux pour protéger les 
déposants tout en réalisant des 
solutions permanentes. 


Dans le cadre de ces pro- 
grammes, la clientele et les 
affaires solides d'un établissement 
déficitaire sont souvent cédées a 
une autre caisse populaire ou 
credit union. Selon une formule 
qui ressemble a une fusion, les 
sociétaires et les affaires d'un 
€tablissement sont transférés, 
suivant la convention de la per- 
manence de l'entreprise, 4 une 
institution voisine convenable. 
Pour faire face a des situations ot 
une telle institution n'existe pas 
mais les sociétaires tiennent beau- 
coup a avoir leur caisse populaire 
ou credit union, la SODAD a mis 
sur pied le Programme du nou- 
veau départ qui permet la créa- 
tion d'une nouvelle caisse ou 
credit union et l'octroi éventuel 
d'une nouvelle charte. Dans les 
cas ou les cotts d'une cession 
globale seraient excessifs, on offre 
une assistance personnalisée aux 
sociétaires pour les aider a trans- 
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férer leurs comptes a une caisse 
populaire ou credit union de la 
région. 

Les représentants de la 
SODAD ont organisé des reunions 
spéciales pour rencontrer les 
sociétaires d'établissements en dif- 
ficulté. La Société a cherché ainsi a 
éclairer la situation de chaque 
institution et a expliquer son projet 
d'intervention aux sociétaires dont 
elle a sollicité l'appui. 


Pendant l'année 1988, la 
Société a effectué neuf cessions 
d'affaires selon la convention de la 
permanence de l'entreprise, ainsi 
que 20 cessions d'actifs sur une 
base individuelle. Dans le cas de 
six autres institutions inactives ou 
n'ayant plus de raison d'étre, la 
SODAD a remboursé les dépots 
directement aux sociétaires. 


En somme, depuis le début du 
Programme de changement, la 
SODAD a effacé les déficits de 37 
caisses populaires et credit unions 
ayant un déficit global déclaré de 
33,5 millions $. A l'heure actuelle, 
40 des 70 autres établissements 
déficitaires du mouvement décla- 
rent des bénéfices, et l'on s'attend 
a ce que la majorité d'entre eux se 
rétablissent en profitant de notre 
programme de redressement. Chez 
27 institutions, l'élimination des 
déficits se poursuit sous la tutelle 
de la Société ou sera réalisée dans 
les mois a venir grace a une inter- 
vention de la part de la SODAD. 
Au 31 décembre 1988, sept étab- 
lissements exploités activement, 
dont les déficits vérifiés s'élevaient 
4 35,6 millions $, se trouvaient 
sous la tutelle directe de la Societe. 
Un soutien financier a été consenti 
au besoin pour stabiliser ces 
exploitations. L'insuffisance du 
fonds d'assurance-dépots de la 
SODAD, telle que constatée au 31 
décembre 1988, est attribuable 
surtout aux efforts que la Société a 
fournis pour effacer des déficits et 
pour redresser la situation des 
établissements sous sa tutelle. 
Nous sommes heureux toutefois 





de signaler qu'aucun déposant n'a 
perdu de l'argent en raison de nos 
initiatives dans ce domaine. 


Nous sommes trés reconnais- 
sants envers les caisses popu- 
laires, les credit unions et leurs 
fédérations respectives qui ont 
appuyé directement nos efforts 
pour supprimer les déficits. Leurs 
représentants ont facilité la gestion 
des établissements déficitaires 
sous la tutelle de la SODAD, ont 
participé aux opérations du 
Service de la protection des 
dépots et ont agi comme man- 
dataires de la Société pour rem- 
bourser des sociétaires. Favorisant 
l'ensemble des démarches de 
résolution, les fedérations ont mis 
des liquidités a la disposition 
d'établissements déficitaires et ont 
participé a la conception de struc- 
tures d'exploitation pour les nou- 
velles institutions fondées en vertu 
du Programme du nouveau 
départ. 


Le Comité consultatif de la 
protection des dépots s'est reuni 
réguliérement pendant l'année 
pour étudier des stratégies glo- 
bales ainsi que des solutions 
adaptées a chaque caisse popu- 
laire ou credit union en difficulté 
financiére. Les membres du 
Comité, trés expérimenteés et tres 
connaisseurs, ont su prodiguer les 
avis et les conseils nécessaires 
pour assurer notre succes. Leur 
contribution et leur devouement 
au mouvement sont grandement 
appreciés. 
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Pratiques de la gestion 
financiere et surveillance 


analyses et €valuations com- 
parées aideront les établisse- 
ments a apporter eux-mémes les 
correctifs nécessaires aux diffi- 
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Services consultatifs de gestion 











La tache principale du Service 
de la gestion financiere et surveil- 


et assurance 
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30 g eget Pye ¢ De concert avec le Comité con- 
20 pensable a la realisation de nos oe Ls 
10 ert if Ste ees sultatif de la suffisance de capi- 
0 objectifs. Au cours de l'année 1988, 





1984 1985 1986 1987 1988 


Selon les exigences en matiére d'excédent 


prévues par la loi, actif des établissements: 





[1 en situation déficitaire 
HBB incapables de se conformer 


MMM ose conformant aux exigences 





Les specialistes de l'analyse du rende- 


ment et des services consultatifs travail- 


lent ensemble pour elaborer les 
programmes permettant aux etablisse- 
ments de controler leurs activites et de 
rebatir leur capital 


10 


le Service a travaillé dans les 
domaines suivants : 


Analyse des risques et surveil- 
lance 


¢ Le Comite consultatif de l’analyse 
du rendement a mis au point et 
approuve les normes et principes 
directeurs de rendement finan- 
cier pour mesurer la sécurité et la 
solidite des caisses populaires et 
credit unions. Grace a ces outils 
indispensables, les ctablissements, 
les fedérations, l’organisme de 
reglementation et la SODAD peu- 
vent prendre des mesures preco- 
ces en cas de difficultes. 

e Au debut de l'année, on a mis en 
oeuvre les nouveaux rapports 
trimestriels sur le rendement des 
caisses populaires et credit unions. 
Ces rapports, tailles a la mesure de 
chaque éetablissement, lui 
permettent d’etudier et d’evaluer 
son rendement financier par rap- 
port a son groupe de pairs. Ces 


tal, on a mis la derniere main 
aux politiques et aux modaliteés 
de travail qui régiront les inter- 
ventions aupres de caisses popu- 
laires et de credit unions 
incapables de se conformer aux 
exigences de la loi en matiere 
d’excédents et de capital. Le per- 
sonnel de la SODAD a rencontre 
les responsables de ces établisse- 
ments dans le but de faciliter le 
processus de rehabilitation. Le 
Comite a étudié les projets de 
redressement soumis par 30 
caisses populaires et credit 
unions ayant un actif global 
d’environ un milliard de dollars, 
et a remis des recommandations 
au Directeur des caisses pour 
son approbation. Ce processus 
de rehabilitation aidera les étab- 
lissements a réunir les reserves 
exigees en maticre d’excedents 
et de capital, et réduira ainsi les 
risques auxquels le mouvement 
sera Expose. 








Rendement financier des 
caisses populaires et credit 
unions de l'Ontario au cours 
d'une période de dix ans 


niage 





1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 


mame 3 Marge brute en pourcentage de 
lactif 

mame §=Benéfice net provenant des 

intéréts en pourcentage de l'actif 

Frais d'exploitation en 

pourcentage de l'actif 








M. David J. Hughes 
Vice-president, Finances et 
Administration/Tresorier 





Chez la SODAD, le Service de l'adminis- 
tration s'occupe de la trésorerie, de la 
comptabilité et des ressources humaines 
ainsi que des services administratifs et 
des communications a l'intention du 
mouvement des caisses populaires et 
credit unions. 





Conformément a ses politiques et 
aux exigences de la loi, la 
SODAD a révisé les états 
financiers des caisses populaires 
et des credit unions et ena 
renouveleé l’assurance-dépots. En 
regle générale, la SODAD a fait 
confiance aux €tats financiers 
verifies. Toutefois, lorsque la 
SODAD n/’avait pas recu les états 
financiers de tel établissement ou, 
en les étudiant, avait constaté une 
évolution défavorable du rende- 
ment, elle a demandeé que le min- 
istere des Institutions financieres 
effectue des examens. Cette initia- 
tive a mené a la découverte et a 
la résolution précoce de certaines 
difficultés grace a une concerta- 
tion de la part des federations et 
de l’organisme de réglementation. 


Administration 


Au mois d'aott 1988, apres la 
retraite de M. Neil de Valk, 
M. David Hughes fut nommeé 


Vice-président - Finances et 


Administration/Trésorier. 

M. Hughes apporte a son nouveau 
poste une grande expérience 
comme cadre supérieur dans le 
secteur bancaire. 

Comme on I'a signale l'an 
dernier, le mouvement a contribueé 
22 750 000 $ au programme de 
prés garantis de la SODAD, dont le 
plafond était fixé a 75 000 000 $. 
Les autres fonds nécessaires pour 
ce programme ont été empruntes a 
une banque a charte canadienne. 

Ayant passée toute une année 
a étudier les problemes des caisses 
populaires et credit unions en dif- 
ficulté et a y apporter les solutions 
qui s'imposent, la SODAD recon- 
nait que le programme de préets 


garantis ne suffira pas pour 


combler les pertes déja constatees 
ou prévues. La Société a donc 


entamé des pourparlers avec le 





Grace au soutien des comités consultatifs 
regroupant des représentants du mouve- 
ment, la SODAD a pu €laborer, en 1988, 
de nouveaux rapports sur le rendement 
ainsi que les premieres parties du manuel 
des saines pratiques commerciales, un 
texte revu et approuve par le mouvement. 


ministere des Institutions finan- 
ciéres et avec la Societé de 
développement de |'Ontario en 
vue d'obtenir une majoration de 
la garantie de 75 millions $ que la 
province lui a déja consentie. 


La hausse des frais d'exploita- 
tion en 1988 est attribuable en 
grande partie aux versements dl'in- 
téréts de presque 3,3 millions $. 
La Société qui n'a paye que 
333 000 $ a ce titre en 1987 a da 
emprunter plus de 40 millions $ 
pour financer les avances en 
vertu de l'assurance-dep6ots. 
Malheureusement, ce poste des 
frais d'exploitation a peu de 
chances de baisser dans un avenir 
prévisible, et continuera plutot de 
constituer un element important 
des dépenses globales. Quant a 
l'augmentation au poste des 
salaires et des charges sociales, 
elle découle surtout du fait qu'on 
a presque achevé la dotation dont 
la SODAD aura besoin pour 
répondre aux besoins du mouve- 
ment. 
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La direction de la Société ontarienne d'assurance des actions et 
RESPONSABILITE DE LA dép6ots est responsable de l'intégrité et de la présentation fidele des 

€tats financiers figurant au présent rapport annuel. Ces états 
DIRECTION financiers ont été préparés suivant les principes comptables 
généralement reconnus au Canada. 

Grace a son systéme de contrdles comptables internes a la fois 
précis et peu onéreux, la Société peut, avec un degré raisonnable 
de certitude, attester l'exactitude et la fiabilité de son information 
financiére ainsi que la comptabilisation précise et la protection effi- 
cace de son actif. 

Les €tats financiers ont été étudiés par le Comité de la vérifica- 
tion et approuvés par le Conseil d'administration. Thorne Ernst & 
Whinney, les vérificateurs de la Société, en ont fait l'examen et y 
ont joint leur rapport. 


Au conseil d'administration de la Société ontarienne d'assur- 
RAPPORT DES ance des actions et dépdts 
VERIFICATEURS 


Nous avons vérifié le bilan de la Société ontarienne d'assurance 
des actions et dépdts au 31 décembre 1988 ainsi que l'état des 
résultats et de l'insuffisance du fonds d'assurance-depots et l'état de 
l'évolution de la situation financiére de l'exercice terminé a cette 
date. Notre vérification a été effectuée conformément aux normes 
de vérification généralement reconnues, et a comporté par con- 
s€quent les sondages et autres procédés que nous avons jugés 
nécessaires dans les circonstances. 

A notre avis, ces états financiers présentent fidélement la situa- 
tion financiére de la Société au 31 décembre 1988 ainsi que les 
résultats de son exploitation et l'eévolution de sa situation financiére 
pour l'exercice terminé a cette date selon les principes comptables 
généralement reconnus, appliqués de la méme maniére qu'au cours 
de l'exercice précédent. 


SLB se ee Whiners, 


le 10 février 1989 
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ar ge ohana bp PRT Se EGY eI mee are ae SN 31 décembre 
BILAN 1988 1987 


ACTIF 
(en milliers de dollars) Encaisse 85 $ 924 $ 
teres een Primes a recevoir et intéréts courus 
connexes (note 2) 1951 La73 
Débiteurs et intéréts a recevoir 492 505 
Avances d'assurance-dépédts 
recouvrables (note 3 a)) 13531 5255 
Dépét détenu en fiducie (note 12 c)) 1161 L277 
Imp6ts sur le revenu recouvrables 307 Jon 
Placements (note 4) 2 21178 


Immobilisations (déduction faite de 
l'amortissement cumulé 


de 432$; 465$ en 1987) 789 212 
18318 S$ 29855 §$ 
RR CTE A 


PASSIF 
Dette bancaire (note 5) 40055 $ - $ 
Créditeurs et frais courus 1 059 658 
Emprunt bancaire (note 6) 9 204 12.776 
Billets 4 payer (note 7) 22 750 22,750 
Revenus des primes reportés 2 036 1879 
Pertes d'assurance-dépdts connues et 

courues (note 3 b)) 26 098 115/78 


101 202 49 641 


Insuffisance du fonds d’assurance- 
dépéts (82 884) (19 786) 


18 318 S$ 29855 $ 


Passif éventuel (notes 1 et 12) 


AU NOM DU CONSEIL D'ADMINISTRATION, 


fo E Whitt. 


Administrateur Administrateur 
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RQESRES SS Ue ae ae ae nea nee Exercice terminé le 31 décembte 
# - 1988 1987 
E LIN Revenus des primes TE73i S710 Gy2 eS 
FONDS D'ASSURANCE- Revenus des placements 1 423 1 380 
DEPOTS Divers 224 166 
(en milliers de dollars) 13 378 11 618 
[ERS ce ee 
Dépenses 
Salaires et charges sociales 2 562 1797 
Frais d'exploitation 1 944 1 690 
Frais d'intérét (note 6) 3252 O55 
7 758 3 820 
Bénéfice avant les impots sur le revenu 5 620 7198 
Recouvrement des impdts sur le revenu 
(note 8) 49 691 
Excédent des revenus sur les 
dépenses 5 669 8 489 
Moins la provision pour les pertes 
d'assurance-dépdts (note 10) (68767) (9 121) 
Diminution du fonds 
d’assurance-dépéts (63098) = (20632) 
Fonds d'assurance-dépots Cinsuffisance) 
au début de l'exercice (19 786) 846 


Insuffisance du fonds d’assurance- 
dép6ts a la fin de l’exercice (82 884) $ (19 786) $ 
EL POR a SS A Tae RN TE] 
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EES a ee : ee 
Exercice terminé le 31 décembre 


ETAT DE L'EVOLUTION : 1988 1987 
ee eee 
FINANCIERE 
(en milliers de dollars) Exploitation 
Excédent des revenus sur les dépenses 5 669 $ 8489 $ 


oR AW ics WAC a NE STU Me Eléments imputés 4a l'exploitation et 
n'ayant pas d'incidence sur l'encaisse 


Amortissement 123 FA 
Perte sur l'aliénation d'immobilisations 23 = 
5 815 8 560 


Evolution des : 
Primes 4 recevoir, déduction faite des 


revenus des primes reportés (1) 21 
Débiteurs et intéréts a recevoir 15 231 
Créditeurs et frais courus 401 299 
Impéts sur le revenu recouvrables 364 (630) 

7o7 (119) 
Liquidités provenant de l'exploitation 6572 8 441 


Financement et placement 


Billets a payer = 22.790 

Remboursement de I'emprunt bancaire (3 572) (3:572) 
Vente (achat) de placements 21176 (5 173) 
Achat d'immobilisations (723) (146) 


Protection des dép6ts 


Avances d'assurance-dépéts (64 671) (20 809) 
Recouvrements des établissements 

membres 148 11 
Diminution des dépéts détenus en fiducie 176 (E277) 


(64 347) (22075) 


Augmentation (diminution) des 


liquidités (40 894) 225 
Liquidités au début de l'exercice 924 699 
Liquidités a la fin de ’exercice (39 970) $ 924 $ 

ES EE CR 


Les liquidités comprennent l'encaisse moins la dette bancaire. 
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NOTES AFFERENTES AUX ETATS 
FINANCIERS 


EXERCICE TERMINE LE 31 DECEMBRE 1988 


GENERALITES 

La Société ontarienne d'assurance des actions et dépdts est 
une société sans capital social constituée en vertu des dis- 
positions de la Loi sur les caisses populaires et les credit 
unions ("la Loi"). 

Les fonctions principales de la Société sont la fourniture 
d'assurance-dépots, dans la mesure prévue par la Loi, pour 
protéger le capital social et les dépdts des sociétaires des 
caisses populaires et des credit unions, et la collecte, l'accu- 
mulation et la publication de données statistiques concer- 
nant le mouvement des caisses populaires et des credit 
unions. 

La Loi habilite la Société a exiger de ses établissements 
membres le paiement de cotisations lui permettant de 
financer l'assurance-dépéots et de payer ses frais d'adminis- 
tration. 


RESUME DES PRINCIPALES CONVENTIONS 
COMPTABLES 

Immobilisations et amortissement 

Les immobilisations sont inscrites au prix cottant. 
L'amortissement du mobilier et du matériel est calculé selon 
la méthode de I'amortissement dégressif, 4 un taux de 20 % 
par an. Les améliorations locatives sont amorties selon la 
méthode de l'amortissement linéaire, sur la durée du bail. 
Revenus des primes 

Les primes sont établies en fonction du capital social et des 
dépots détenus par les établissements membres. Les 
revenus provenant des primes sont comptabilisés au 
moment de la facturation. 

Revenus des primes reportés 

Les revenus des primes reportés représentent les primes 
supplémentaires exigées des caisses populaires et des credit 
unions qui n'€taient pas membres d'un fonds de stabilisa- 
tion agréé au moment de la cotisation (note 2). 

Avances d'assurance-dép6ts et provision pour pertes 
Les fonds avancés a titre d'assurance-dépdts ou de préts 
aux €tablissements membres sont d'abord inscrits au prix 
coutant. Les provisions pour de telles avances font partie de 
la provision pour pertes d'assurance-dépots. D'autres pertes 
découlant de demandes connues et relatives aux dépéts 
assurés font l'objet d'une estimation et d'une provision au 
moment ou : a) l'établissement membre en question devient 
insolvable; b) le montant de la perte est chiffrable; et c) le 
conseil d'administration de la Société a approuvé la sortie 
des fonds en question. 

1. CONVENTION DE LA PERMANENCE DE 
L’ENTREPRISE 

Ces tats financiers ont été préparés selon la convention de 
la permanence de l'entreprise fondée sur I'hypothése que 
les éléments de l'actif seront utilisés et que les obligations et 
les autres éléments de passif seront acquittés dans le cours 
normal des affaires. Cette convention n'est valide que si la 
Société peut obtenir les crédits additionnels nécessaires 
pour payer ses dettes. La Société poursuit actuellement des 
pourparlers avec le gouvernement de l'Ontario en vue de la 
majoration de la garantie de prét de 75 millions $ que la 
province lui a déja accordée. 


2. PRIMES A RECEVOIR ET INTERETS COURUS CON- 
NEXES 
Le poste des primes a recevoir et intéréts courus connexes 
représente les primes supplémentaires impayées, exigées en 
1985 et 1986 (ainsi que les intéréts courus y ayant trait) des 
caisses populaires et des credit unions qui n'étaient pas 
membres d'un fonds de stabilisation agréé au moment de la 
cotisation. Une bonne partie de ces primes impayées sont 
exigibles des établissements mentionnés a la note 12 a). Les 
montants exigés a ce titre font l'objet de contestations. 
3. AVANCES D'ASSURANCE-DEPOTS ET 

PERTES COURUES 

1988 1987 
(en milliers de dollars) 

a) Montants bruts avancés 67 865. $» 20809 -$ 

Moins les provisions y (64334) 27554) 

ayant trait 13531 S*- 3 255.5 
b) Pertes d'assurance-dépdts 

connues et courues 
4. PLACEMENTS 
Les placements, inscrits au prix coutant plus les intéréts 
courus, comprennent les éléments suivants : 


26098 $ 11578 $ 


1988 1987 
(en milliers de dollars) 
Acceptations de banque 28 | 2017655 
Divers 2 2 


2:8 21 078:S 
La Société a liquidé tous ses placements des exercices 
précédents afin de régler les demandes en vertu de l'assu- 
rance-dépots. 
5. DETTE BANCAIRE 





1988 1987 


(en milliers de dollars) 


Découvert bancaire 15302 $ aS 
Acceptations de banque 24 753 - 
40055 $ - § 


Les acceptations de banque portent intérét a des taux variant 
entre 10,57 % et 10,71 %. 

6. EMPRUNT 

L'emprunt de 9 204 930 $ a payer a une banque a charte 
canadienne n'est pas garanti. Portant intérét a un taux flot- 
tant lié au taux préférentiel de la banque, ce prét est rem- 
boursable en versements semestriels €gaux, 4 compter du 
30 juin 1985. Le prét viendra a échéance le 31 décembre 
1991. Le capital sera remboursé a raison de 3 571 430 $ au 
cours des deux prochains exercices et de 2 062 070 $ en 
1991. La Société est responsable des remboursements du 
capital qui est garanti par la province de l'Ontario, tandis 
que les paiements d'intéréts sont exigibles de la province 
de l'Ontario. 

7. BILLETS A PAYER 

Les billets a ordre a payer portent des intéréts composés 
calculés chaque mois a un taux égal au plus élevé du taux 
de rendement moyen des bons du Trésor de l'Ontario de 
trois mois vendus a la premiere vente aux enchéres du 
mois et du taux de rendement moyen des bons du Trésor 
du Gouvernement du Canada de trois mois vendus a la pre- 
miere vente aux encheéres du mois. Les billets viennent a 
échéance le 30 octobre 1997, sont remboursables par antici- 
pation par la Société apres cing ans et sont garantis par la 
province de l'Ontario. 
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8. IMPOTS SUR LE REVENU 

Le bénéfice de la Société est imposable en vertu de la Loi 
de l'impd6t sur le revenu. Les revenus provenant des primes 
ne font pas partie des revenus imposables, et par con- 
séquent, la Société a subi une perte aux fins de l'impét sur 
le revenu. 

9. PRET-SUBVENTION 

En 1985, pour faciliter la fusion de la Caisse populaire Ste- 
Anne d'Ottawa Inc. et de la Caisse populaire Laurier 
d'Ottawa Limitée ("Ste-Anne-Laurier"), la Société a consenti 
un prét-subvention au montant de 23 490 650 $. 
Conformément aux principes comptables généralement 
reconnus, une provision a été établie, en 1985, pour le mon- 
tant total du prét-subvention. De ce montant, 15 756 200 $ 
ont été effacés a ce jour. 

Le solde du prét a la caisse populaire n'est pas garanti et est 
remboursable, sans intérét, en trois versements annuels 
égaux de 2 578 130 $. Les remboursements du prét peuvent 
étre effacés pourvu que la caisse populaire se conforme a 
certaines conditions établies par la Société. Cependant, la 
Société pourra ne pas faire grace des versements si ces con- 
ditions ne sont pas respectées. Par ailleurs, aux termes de la 
convention d'aide financiére, la Société a droit 4 un mon- 
tant égal a 20 % du bénéfice net de la caisse populaire pen- 
dant la période qui s'étend jusqu'a l'exercice 1994 
inclusivement. Le total des montants exigibles en vertu de 
cette disposition ne doit pas dépasser 1 000 000 $. Au 31 
décembre 1988, la Société avait recu un total de 199 620 $ a 
ce titre. 

10. PROVISION POUR PERTES D'ASSURANCE-DEPOTS 
La provision pour pertes d'assurance-dépdts comprend les 
éléments suivants : 


Exercice terminé le 31 décembre 
1988 1987 
(en milliers de dollars) 
Motorco Savings and Credit Union 


Limited 15600 $ - $ 
Caisse populaire Belle Riviere Limitée 11 500 _ 
Dutch Canadian Kent Credit Union 

Limited 9 200 — 
Etobicoke Community Credit 

Union Ltd. 7 742 ~ 
Moore Credit Union Limited 7 500 - 
St. Nicholas Parish (Toronto) 

Credit Union Limited 7 500 - 
Orillia Community Credit 

Union Limited 2 666 — 
Caisse populaire Windsor Limitée 1 900 
Golden Horseshoe Credit Union 

Limited 1724 2225 
Capreol Community Credit 

Union Limited 1150 = 
Toronto Board of Education Staff Credit 

Union Limited (TBESCU) (133) 15856 
DUCA Credit Union (Niagara) Limited - 4762 
Lockerby Community Credit 

Union Limited - 1 800 
Stratford & District Credit Union Limited —- ie 
Owen Sound Community Credit 

Union Limited —- 1315 
Autres provisions (17 établissements; 

10 en 1987) 2 616 1 424 
Recouvrements (148) (1) 


68 767 $29121 $ 


La Société a entamé des poursuites qui lui permettront 
éventuellement de recouvrer une partie des pertes en assu- 
rance-dépéts qu'elle a subies dans l'affaire TBESCU. 

En plus des éléments de passif énumérés ci-dessus, les 

responsabilités de la Société peuvent comprendre des obli- 

gations relatives aux caisses populaires et credit unions 

dont il est question a la note 12 b). 

11. REGIME DE RETRAITE 

La Société a un régime de retraite a prestations déterminées. 

L'évaluation actuarielle du régime la plus récente, en date 

du ler septembre 1988, démontre que le régime est entiére- 

ment provisionneé. 

12. PASSIF EVENTUEL 

a) Certaines credit unions ont entamé des poursuites contre 
la Société en vue de reprendre des cotisations au 
montant de 4 560 138 $ (plus les intéréts) versées 
auparavant a la Société et que la Société a payées 4 titre 
d'aide financiére. La direction de la Société est d'avis 
que ces poursuites sont mal fondées, et la Société 
défendra cette position. 

b) A part les établissements 4 !'égard desquels la Société a 
établi une provision pour pertes d'assurance-dépdts 
connues, il y a 59 autres caisses populaires et credit 
unions dont les états financiers révélent un déficit global 
qui s'élevait 4 environ 29,4 millions $ au 31 décembre 
1988. Vingt-deux d'entre elles, accusant un déficit total 
de 18,3 millions $, subissent toujours des pertes; les 
autres déclarent actuellement un bénéfice. 

c) Le dépét détenu en fiducie comprend 1 047 000 $ plus 
des intéréts courus de 54 000 $. La Société a di mettre 
ces fonds en fiducie afin de faciliter la liquidation 
méthodique d'une certaine caisse populaire en vertu de 
l'article 116 de la Loi. En outre, la Société a entamé un 
procés contre une certaine fédération en vue de recou- 
vrer les fonds en question. Cette action est contestée par 
la fédération en cause; toutefois, la direction de la 
Société est d'avis qu'elle recouvrera le montant intégral 
des fonds en question. 
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CONSEIE 
D’ADMINISTRATION 





Kenneth R. Oswell, Président 

M. Oswell, autrefois associé d’un cabi- 
net de comptables agréés et de con- 
seillers en gestion, a pris la retraite en 
1984. Il siege actuellement au conseil 
d’administration de plusieurs com- 
pagnies et organismes a but non 
lucratif. Pendant toute sa carriére, il a 
participé a une grande gamme d’activ- 
ités professionnelles et communau- 
taires, tant au Canada qu’a |’étranger. 


David W. Pretty, Vice-président 

M. Pretty est ancien président-directeur 
général d’une société importante 
d’assurance-vie. I] possede une grande 
experience dans les domaines de 
assurance et du placement, dirige 
actuellement une société de consulta- 
tion en finances et en gestion et siege 
au conseil de plusieurs compagnies 
publiques et d’organismes communau- 
taires. 





SOUS-COMITES DU CONSEIL 





Comité de la vérification 
Ce comité maintient une liaison avec 
les vérificateurs externes de la Société 
pour s’assurer que les saines pratiques 
commerciales sont suivies a l’intérieur 
de la Société. Le comité révise égale- 
ment les états financiers de la Société 
pour faire ensuite les recommanda- 
tions qui s’imposent au conseil 
d’administration. 

James G. McPherson, 

President 
Roland Sewell 





Jean-Baptiste Alie 

M. Alie est un entrepreneur de la ville 
de Hawkesbury (Ontario). Intervenant 
depuis des années dans le mouvement 
des caisses populaires et des credit 
unions, il est président de la 
Fédération des caisses populaires de 
l'Ontario Inc. 


Matthew Gaasenbeek 

M. Gaasenbeek dirige une société de 
capital-risque et une compagnie qui 
exploite des ressources naturelles. 
Administrateur de sociétés publiques et 
privées, il a occupé plusieurs postes 
supérieurs dans des maisons de 
courtage en valeurs immobiliéres. Il a 
servi également comme premier con- 
seiller de ! Agence canadienne de 
développement international. 


R. William Lawson 

M. Lawson s’est retiré de son poste de 
premier sous-gouverneur de la Banque 
du Canada en 1984, et a été nommé 
Officier de l’Ordre du Canada la méme 
année. Il a participé également a bon 
nombre de congreés internationaux 
comme membre de la délégation cana- 
dienne. 


Ronald A. Marion 

M. Marion, avocat dans un grand cabi- 
net a Welland (Ontario) est membre du 
conseil scolaire de Niagara Sud et 
président de |’Association francaise des 
conseils scolaires de l'Ontario. En 
outre, il dirige une société publique de 


Comité de la protection 
d’assurance-dép6ts 
Ce comité étudie les questions concer- 
nant les caisses populaires et credit 
unions placées sous la tutelle de la 
Société en vertu de l'article 116 de la 
Loi. Par ailleurs, le comité agit au nom 
du conseil d’administration dans les 
situations qui exigent une décision 
immeédiate du conseil a l’egard des 
caisses populaires et credit unions 
mises en tutelle. 

Matthew Gaasenbeek 

Président 
David W. Pretty 


Comité des ressources humaines 
Ce comité fournit des conseils sur la 
mise en oeuvre de politiques concer- 
nant les salaires et les avantages soci- 
aux des employés de la Société et les 
questions connexes. En outre, le 


développement de la petite entreprise 
et participe a des activités communau- 
taires diverses. 


James G. McPherson 

M. McPherson est associé d’une firme 
d’avocats importante a Toronto. Sa 
spécialité est d’offrir des conseils 
d’affaires a des compagnies ouvertes 
dirigées par des propriétaires 
exploitants et a des entreprises fonc- 
tionnant a l’échelle internationale. Il a 
servi d’administrateur aupreés d’un 
grand nombre de sociétés commer- 
ciales et communautaires. 


Lili-Ann Renaud-Foster 

Mme Renaud-Foster a beaucoup 
d’expérience dans le domaine de la 
consultation en gestion, ayant travaillé 
dans le domaine de la gestion de la 
clientele avec quelques-unes des 
grandes compagnies canadiennes. Elle 
est présidente-directrice générale d’un 
cabinet de conseillers en gestion, qui 
se spécialise dans les ressources 
humaines. 


Roland Sewell 

Au mois de janvier 1985, M. Sewell 
s'est retiré de son poste de sous-mi- 
nistre adjoint par intérim - Finances et 
Administration au ministére de 
l’Agriculture. En tant que fonctionnaire 
du gouvernement de |’Ontario, il est 
engagé dans le mouvement des caisses 
populaires et des credit unions depuis 
des années. 


comité étudie les changements pro- 
posés dans ce domaine et fait, a ce 
propos, les recommandations appro- 
priées au conseil d’administration. 
Lili-Ann Renaud-Foster 
Président 
Ronald A. Marion 
Comité de révision des placements 
Ce comité maintient une liaison avec la 
direction aux fins de la révision, a 
l'occasion, des politiques et méthodes 
de placement de la Société, conformé- 
ment aux dispositions de la Loi sur les 
caisses populaires et les credit unions. 
R. William Lawson 
Président 
James G. McPherson 


M. Kenneth R. Oswell est membre 
d’office de tous les sous-comités du 
conseil. 


LA SOCIETE ONTARIENNE D’ASSURANCE 


DES ACTIONS ET DEPOTS 








COMITES CONSULTATIFS 


COMITE CONSULTATIF DE 
L’ANALYSE DU RENDEMENT 

Ce comité consultatif conseille la SODAD sur 
analyse du rendement financier des caisses 
populaires et credit unions de l'Ontario et sur 
l'utilisation de la base de données de la 
Société. Le comité collabore notamment avec 
la division d’analyse des risques et surveil- 
lance du Service des pratiques de la gestion 
financiére et surveillance. 


Fonctions et responsabilités : 
Réviser et commenter les dossiers suivants : 


e données, renseignements et extrants 
exigés par les usagers, et la fréquence avec 
laquelle ils en ont besoin ; 

¢ moyens et modalités de la collecte des 
données et/ou d’extrants ; 

e répartition des frais du systeme de statis- 
tiques parmi les usagers ; 

¢ moyens de former les usagers a l'utilisation 
optimale du systeme et de ses rapports 
Statistiques ; 

¢ orientation a moyen et a long terme a 
légard de l’évolution technique du traite- 
ment de l'information. 





-Populaires de Ontario 


Membres : 

M. Dennis Daub, Waterloo County Board of 
Education Employees Limited 

Région : Kitchener 

M. Raymond Jackle, Credit Union Central of 
Ontario. Région : Toronto 

M. Sean G. Jackson, Niagara Credit Union 
Limited. Région : Niagara 

M. Jean-Guy Lafléche, La Fédération des 
caisses populaires de |’Ontario Inc. 

Région : Ottawa 

M. Barry Munro, Hepcoe Credit Union 
Limited. Région : Toronto 

M. Raymond Prévost, Caisse populaire St-Jean 
de Brébeuf (Sudbury) Limitée 

Région : Sudbury 

M. Milton Stewart, Cangeco (Toronto) Credit 
Union Limited. Région : Toronto 

M. Réjean Vaillancourt, Caisse populaire de 
Hearst Limitée. Région : Hearst 

M. Harvey Glower, ministére des Institutions 
financiéres. Région : Toronto 


COMITE CONSULTATIF DE LA 
SUFFISANCE DE CAPITAL 


Fonctions et responsabilités : 


e Examiner, en fonction de critéres et de 
preuves déterminés, les demandes de credit 
unions et caisses populaires incapables de 
satisfaire aux exigences en matiére d’excé- 
dent et de capital social et qui demandent 
une dérogation auxdites exigences 


e Recommander au Directeur des caisses les 
mesures qu’il y aurait lieu de prendre pour 
chaque demande 


e Examiner les questions de suffisance de cap- 
ital que la SODAD considére comme appro- 
priées, et formuler a ce sujet des 
commentaires et propositions a la SODAD. 


Membres : 

M. Raymond Boucher, La Caisse populaire de 
Kapuskasing Limitée 

Région : Kapuskasing 

M. Gerald Clément, Windsor Teachers Credit 
Union Limited. Région : Windsor 

M. John McKinnon, La Co-opérative de crédit 
du service civil Limitée 

Région : Ottawa 

M. Aurel Rhéault, Caisse populaire de 
Chelmsford Limitée 

Région : Sudbury 

M. John Rider, Toronto Fire Department 
Employees Credit Union Limited 

Région : Toronto 

M. Robert Watson, Atlas Employees (Welland) 
Credit Union Limited 

Région : Welland 


COMITE CONSULTATIF DES SAINES 
PRATIQUES COMMERCIALES 


Fonctions et responsabilités : 


Réviser et commenter les dossiers suivants : 

¢ projets de normes et de principes 
directeurs concernant les saines pratiques 
commerciales et financieéres ; 

¢ méthodes pour assurer l’élaboration, la 
mise en oeuvre et l’application efficace des 
normes et des principes directeurs ; 

e méthodes permettant de former les usagers 
pour assurer la meilleure mise en applica- 
tion des normes et des principes directeurs. 


Membres : 

M. Jean-Guy Clément, Caisse populaire de 
Hawkesbury Limitée 

Région : Ottawa 

M. William Goertz, Niagara Credit Union 
Limited. Région: Niagara 

M. Richard Hornowski, Hepcoe Credit Union 
Limited. Région: Toronto 

M. Jean-Guy Lafleche, La Fédération des 
caisses populaires de l’Ontario Inc. 

Région : Ottawa 

M. Al Marentette, Credit Union Central of 
Ontario. Région: Toronto 

M. Albert Perras, L’Alliance des Caisses 
Populaires de Ontario Limitée 

Région : North Bay 

M. Alex Shatford, Great Lakers Credit Union 
Limited. Région: Toronto 

M. Edward Stravinskas, Parama Lithuanian 
Credit Union Limited 

Région : Toronto 

M. John Harper, ministére des Institutions 
financiéres. Région: Toronto 

M. Marty Komsa, Windsor Family Credit Union 
Limited. Région : Windsor 


COMITE CONSULTATIF DE LA 
PROTECTION DES DEPOTS 


Fonctions et responsabilités : 


Conseiller le Service de la protection des 
dépéts concernant |’élaboration et la mise 
en oeuvre de stratégies globales pour effacer 
les déficits, et A propos des solutions a 
adopter dans des cas particuliers. 

Membres : 

Mme. Kathleen Fitzgerald, Starnews Credit 

Union Limited. Région: Toronto 

M. Ronald Fitzgerald, La Co-opé€rative de 

crédit du service civil Limitée 

Région ; Ottawa 

M. Jean Louiseize, Caisse populaire Sturgeon 

Falls Limitée. Région: Sturgeon Falls 

M. Joseph Mahoney, Queens Park Civil Service 

Credit Union Limited 

Région : Toronto 

M. James Nowlan, Avestel Credit Union 

Limited. Région: Hamilton 

M. Jean-Marc Viau, Caisse populaire 

Alexandria Limitée 

Région : Alexandria 

Mme. Olha Zawerucha, So-Use (Toronto) 

Credit Union Limited 

Région : Toronto 

M. Norman Wilson, ministére des Institutions 

financieres 

Région : Toronto (observateur) 








EVOLUTION DU 
MOUVEMENT 

DES CAISSES 
POPULAIRES ET 
CREDIT UNIONS — 
1983 — 1988 








Nombre de caisses populaires 
et credit unions 





4e 4e 
trimestre trimestre 
de 1988 de 1987 
Affiliation 





Credit Union 
Central of Ontario 633 689 


La Fédération des 
caisses populaires 
del’Ontario Inc. 49 52 


L’Alliance des 
caisses populaires 


de l'Ontario 11 4 

Limitée 

Non affiliées 4] 43 
734 795 





MILLIARDS § 
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ef 


_! Dépéts a demande et divers 
MH Depots de REER 
hal Depots a terme 


mmm Total des dépdts 


Evolution de la croissance de l’actif dans le mouvement ontarien des 
_caisses populaires et credit unions 


TAUX DE 
CROISSANCE 
DE LACTIF EN %o 
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Corporate Mission 
To contribute to the security and 
confidence of the individual depositors 
and shareholders of credit unions and 
caisses populaires in Ontario by 
providing legislated universal deposit 
insurance. 


In order to accomplish our mission, our 
goal is to develop and implement, in 
conjunction with the credit unions and 
caisses populaires, the leagues, and the 
regulators, comprehensive safeguards 
and practices to minimize insurance 
claims, thereby providing deposit 
insurance at the least continuing cost. 


ONTARIO SHARE AND DEPOSIT INSURANCE CORPORATION 





Board of Directors 





LEFT TO RIGHT - FRONT ROW: 


David W. Pretty, Lili-Ann Renaud-Foster, 
Kenneth R. Oswell. 


BACK ROW: 


R. William Lawson, James G. McPherson, 
Ronald A. Marion, Jean-Baptiste Alie, 
Roland Sewell, Matthew Gaasenbeek. 


Chairman’s Remarks 


During the year, the Ontario Share and 
Deposit Insurance Corporation (OSDIC) 
worked to resolve the remaining long- 
standing deficits in the credit union and 
caisse populaire system, while also 
strengthening its risk management 
activities. With the larger deficits now 
substantially under control, OSDIC and 
system members were able to concentrate 
on means to maintain renewed stability. 
New priorities emerged however, 
centering on the need to re-emphasize 
rehabilitation, enforcement of sound 
business practices, and capital and 
surplus enhancement. 


There are encouraging signs that the 
system as a whole has ended the year 
with greater financial stability. Notably, 
the return on assets (net income after 
dividends, as a percentage of assets) 
increased from 0.69% in 1988 to 0.94% 
in 1989. 


Some 60 credit unions and caisses 
populaires, however, were unable to 
meet legislated capital and surplus 
requirements during the year. This 
signalled the need to continue to 
emphasize capital adequacy issues. To 
that end, OSDIC carried out its 
compliance function in the context of the 
capital adequacy program for credit 
unions and caisses populaires which have 
not yet reached established levels of 
capital and surplus. OSDIC staff worked 
closely with experienced system 
managers through the Capital Adequacy 
Advisory Committee, to review 
rehabilitation plans for these units. 


Clearly, further initiatives are needed to 
support long-term system strength. I 
welcome the emerging consensus, both 


in this province and across the country, 
on the need to establish alternate sources 
of capital for credit unions and caisses 
populaires. The major proposals recently 
endorsed by the Canadian Co-operative 
Association dealt with policy directions 
favouring changes in capital formation in 
co-operatives. In fact, the issue is of great 
importance to the Ontario system. Credit 
unions and caisses populaires need 
legislated access to sources of capital 
other than retained earnings if they are to 
reduce their risk exposure and remain 
competitive. OSDIC therefore views 
increased capitalization of credit unions 
and caisses populaires as both a deposit 
protection and a sound business practices 
issue, and has consistently encouraged 
the development of options in that area. 


To this end, some system members have 
sought their own solutions for increasing 
capital. Although most credit unions and 
caisses populaires require one qualifying 
share for membership, no set limits on 
share ownership exist. As a result, some 
credit unions and caisses populaires in 
Ontario have encouraged members to 
purchase additional shares, thus 
increasing their capital base. 
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Chairman’s Remarks 


Adequate capitalization is one of the 
cornerstones of the industry’s financial 
stability in a changing economic 
environment. However, as remaining 
deficits are resolved and the credit union 
and caisse populaire system prepares for 
greater competition, the system must not 
only strive for increased capitalization, 
but also consider the parallel issue of 
asset risk. 


In that regard, the Board of Directors of 
the Canadian Co-operative Credit Society 
(CCCS) recently established a Capital 
Adequacy task force to address the issue. 
With participation from OSDIC 
management, the task force plans to 
develop a set of guidelines for the 
industry that relate capital requirements 
to risk. Part of their challenge is to adapt 
or modify the recently adopted 
international bankirrg rules on risk capital 
for application to the credit union and 
caisse populaire system. | am therefore 
encouraged that league representatives in 
Ontario have joined OSDIC and the CCCS 
in collaborative efforts to explore the best 
approach to risk rating of assets and 
increased capitalization. 


Another important safeguard for stability 
lies in the growing co-operation among 
various levels of Ontario’s credit union 
and caisse populaire system. For 
example, the pooling of monitoring data 
amongst the various levels should ensure 
earlier detection of problems. The 
Corporation has also emphasized industry 
participation in the development of 
comprehensive sound business practices 
guidelines. These and other 
complementary strategies serve to 
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Ontario system. 


Calls on OSDIC’s insurance fund have 
resulted in an insurance fund deficiency 
which will take a number of years to 
recover. While one option to recover the 
cost of system deficits is to increase 
insurance premiums, the Ministry of 
Financial Institutions is currently leading 
joint industry, OSDIC and ministry 
discussions to consider other means to 
ensure the system’s insurance 
requirements are met. 


In this regard, during the course of the 
past year, members of the Board, 
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Chairman’s Remarks 


management and staff of OSDIC have 
devoted a great deal of time and effort to 
consideration of a proposal to establish 
Stabilization Corporations in Ontario. 
When and if implemented, the proposal 
will have significant impact on OSDIC, 
the leagues.and Ontario’s credit unions 
and caisses populaires. Through 
representations and meetings with 
ministry officials, OSDIC has sought to 
make the proposed Stabilization 
Corporations as effective as possible in 
protecting the interests of members and 
depositors. A number of issues remain to 
be settled. However, in the co-operative 
spirit that has characterized meetings 
among all participants, we expect that 
these various issues will be resolved 
within the coming year. 


A number of external factors will also 
influence future directions in Ontario’s 
credit union and caisse populaire system. 
Recently, large Canadian financial 
institutions have been focusing their 
efforts towards internal markets and 
developing new products to meet 
Canadian consumer demands. These 
efforts will certainly heighten competition 
for Ontario’s credit unions and caisses 
populaires. At the same time, however, 
the trend toward personalized service can 
only benefit the co-operative system, 
which already counts highly responsive 
community-oriented service as a key 
component of its operations. In response, 
training of management and staff within 
the industry will need to focus on the 
growing emphasis on quality services. 


On behalf of the Board, I wish to thank 








the province’s credit unions and caisses 


populaires for their support of OSDIC TRENDS IN THE COMPOSITION 


eo Salon OF THE ONTARI 
deposit insurance activities throughout UNION AND C re 
the year. We are particularly grateful to POPULAIRE SYSTEM BY 
the experienced system members who UNIT SIZE 
volunteered their time to our advisory 
committees. 
also wish to thank management and och 
illions 
ae 


staff for maintaining high standards of 
professional performance. Their flexibility 
and dedication enabled the Corporation 
to respond quickly to the changing credit 
union environment in Ontario. Their 
commitment to the soundness of 
Ontario’s credit unions and caisses 
populaires is deeply appreciated. 
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Finally, I would like to extend thanks to 
my fellow Directors who brought their 
considerable experience in support of the 
decision-making process during the past 
year. 
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President’s Remarks 


In 1989, OSDIC continued as deposit 
insurer to answer challenges to the credit 
union and caisse populaire system. Our 
activities are oriented toward building 
long-term safeguards for the future. 
Consequently, the early identification of 
financial difficulties and, where feasible, 
the initiation of recovery activities of 
troubled units is given a high priority by 
our staff. In this regard, we have 
continued to work in conjunction with 
the leagues and with the Ministry of 
Financial Institutions. We also assisted 
credit unions and caisses populaires in 
their planning process through the 
development and submission of relevant 
comparative performance reports. While 
we sought ways to bolster the growth of 
capital and reserves throughout the 
system, we continued to concentrate on 
finding individualized solutions for 
troubled credit unions and caisses 
populaires. 


Perhaps the most encouraging proof that 
co-operative efforts are working to 
strengthen the system is the steadily 
improving reserve to asset ratios. The 
system reached a ratio of surplus to assets 
of 2.35% and a ratio of surplus and 
capital to assets of 2.85% during the year. 
While these figures represent an 
improvement when compared to the 
1988 levels of 1.94% and 2.42% 
respectively, the building of capital and 
reserves must continue to be a high 
priority. As the financial services 
community becomes increasingly 
competitive, and as the Canadian 
economy continues to adjust to 
inflationary pressures, the greatest 
safeguard for system stability is adequate 
surplus and reserve capacity. 





Surplus and Capital 
Requirements 


OSDIC sought throughout the year to 
assist credit unions and caisses populaires 
to meet the 5% statutory surplus and 
capital requirements they must reach by 
1997. Those which were showing a profit 
but had not reached legislated surplus 
and capital levels received assistance 
from the Capital Adequacy Advisory 
Committee. Under this program, OSDIC 
financial analysts and experienced credit 
union and caisse populaire managers 
review capital rehabilitation plans. They 
also recommend ways in which credit 
unions and caisses populaires can take 
advantage of their own resources to meet 
surplus and capital targets. The Capital 
Adequacy Advisory Committee evaluated 
and recommended the rehabilitation 
plans of 60 credit unions and caisses 
populaires for approval by the Director of 
Credit Unions. 


Under our mandate, we continued to 
collect performance and financial 
information from all credit unions and 
caisses populaires to assess their viability 
and possible future insurance 
requirements. 


During the year, plans were put in 
motion which will allow the system to 
interface more easily with our 
performance data base. The Performance 
Analysis Advisory Committee helped to 
create the data base and develop the 
performance measurements. A new toll- 
free telephone line was also introduced 
to facilitate access to our staff and 
resources. 


Throughout 1989, OSDIC staff continued 
to review deposit insurance issues with 
credit union and caisse populaire 
managers as they travelled throughout the 





George McIntyre, FCA 
President 
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province. They also made presentations 
at chapter and regional meetings 
throughout Ontario on our sound 
business practices guidelines. 


Sound Business Practices 
Emphasized 


We were pleased by the ongoing co- 
operation of credit unions and caisses 
populaires management and officials, and 
of the Ministry of Financial Institutions’ 
Credit Unions Branch in encouraging 
sound business practices within the 
industry. In particular, we are grateful for 
the assistance of the members of our 
Sound Business Practices Advisory 
Committee. Their input has helped to 
ensure that management practices 
recommended in our Sound Business 
Practices Manual have met the test of 
day-to-day workability in credit unions 
and caisses populaires. To date, we have 
produced and distributed four new 
sections of the manual. The remaining 
two sections are scheduled to be released 
in 1990. While OSDIC has published all 
of its reports and publications in both 
English and French for a number of 
years, I am pleased to report that we 
have taken necessary steps to meet the 
requirements of the French Language 
Services Act, which came into effect in 
November. 


Encouraging Recoveries 


Our activities in support of financial 
stability relate to our mandate to protect 
the shares and deposits of members in 
the credit union and caisse populaire 


ty 





system, at the least continuing cost. That 
responsibility in certain instances takes 
the form of transferring to neighbouring 
units the viable business of credit unions 
or caisses populaires whose deficits are 
continuing to grow, and where recovery 
is no longer possible. 


Deficit credit unions which merged or 
were dissolved continued to call on a 
major portion of OSDIC’s human and 
financial resources. The Deposit 
Protection Services Department resolved 
the deficits of 17 credit unions during the 
year. Although eight new deficit reporting 
units came under our mandate, we are 
pleased to report that 15 credit unions 
and caisses populaires successfully 
completed our control reporting recovery 
program. This rehabilitation process 
assists viable units in recovering their 
deficits from their own resources. It is 
encouraging to note that a number of 
credit unions and caisses populaires 
resolved their own deficits during the 
year, thus influencing the development of 
the system in a positive direction. 


Our staff kept members of units in deficit 
fully informed, and travelled to special 
member meetings throughout the 
province to explain their financial 
condition and discuss available options. 
Our managers also worked with local 
Advisory boards to resolve these deficits 
with the least amount of disruption. 


While our programs and activities as 
deposit insurer contributed to the overall 
health of the credit union and caisse 
populaire system, we have been 
particularly concerned with the problem 
of reducing system deficits accumulated 
from years past. Since the 
commencement of Program for Change 
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in 1987, we have reviewed 129 units 
representing aggregate deficits of $159 
million. Our deficit resolution activities, 
together with the system’s initiatives, 
reduced aggregate system deficits to 
approximately $115 million, at December 
31, 1989. I want to recognize the input of 
the industry members of the Deposit 
Protection Advisory Committee which 
continued to provide us with ongoing 
advice on all aspects of our resolution 
activities. 


Financial Outlook 


The successful resolution of the majority 
of outstanding deficits together with the 
financing costs of assuming these 
obligations has resulted in a deposit 
insurance fund deficiency of some $100 
million at the end of the year. While 
obligations to credit union or caisse 
populaire depositors have been met, 
OSDIC will continue to experience a 
deficiency in its reserve fund until the 
costs of funding deficits sustained by 
credit unions and caisses populaires are 
recovered. 


Discussions with the Ministry of Financial 
Institutions, the system and OSDIC 
continued throughout the year, to 
consider the repayment by the system of 
the OSDIC insurance fund deficiency. 
The possible creation of Stabilization 
Corporations for the purpose of early 
detection and correction of future deficits 
was under discussion as well. 


The Corporation has the legislated 
authority to levy a premium on all credit 
unions and caisses populaires in Ontario, 
to cover administrative costs and 
insurance funding. Accordingly, a 





premium of $2.10 was levied in 1989. 
Although administrative costs rose by a 
nominal 4%, the cost of increased 
borrowings rose proportionately with our 
expenditure activities in resolving deficit 
concerns. 


As the economic outlook in 1990 does 
not forecast similar growth as in the past 
for Ontario, there will be a need to find 
the most equitable means to maintain the 
strength and integrity of the system in the 
months ahead. 


Le See. 
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Operational Overview 


Deposit Protection Services 


The Deposit Protection Services 
Department was formed in 1987, when 
the Ontario Government’s Program for 
Change gave OSDIC the task of resolving 
system deficits. 


The department performs two major 
resolution functions. Under the control 
reporting recovery program, credit unions 
and caisses populaires which have the 
potential to recover their deficit from their 
own resources are counselled through to 
recovery, with the guidance of the 
department's staff. 


Credit unions and caisses populaires 
which are continuing to report losses, and 
where recovery has been unsuccessful, 
are resolved at the least cost to the system 
as a whole. Resolutions employed may 
take the form of a transfer of viable 
business to neighbouring credit unions 
and caisses populaires or an orderly 
dissolution, depending on local 
circumstances. 


In 1989 the department resolved the 
deficits of 17 credit unions and caisses 
populaires representing assets of $151 
million, almost all by transferring that 
portion of the business that was viable to 
profitable units. While eight new deficit 
reporting units came under the 
supervision of the Corporation, 15 deficit 
reporting units, representing assets of 
$244 million, returned to a surplus 
position, without cost to OSDIC, under 
the control reporting recovery program. 


During the year, the department 
continued to seek and receive input from 
the industry. OSDIC’s Deposit Protection 
Advisory Committee was expanded to 11 
members, and met regularly to advise the 
Corporation on all major deficit resolution 











initiatives and individual solutions 
employed. 


In earlier years the department concen- 
trated on the more troubled operations 
continuing to report losses. With these 
situations substantially resolved, more 
resources were able to be devoted in 
1989 to those deficit institutions which 
are reporting interim profits. 


Accordingly, close liaison was 
maintained throughout the year with 
board members and management of 
deficit units to assist them in achieving 
required levels of financial performance. 
In addition, the department sponsored 
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Operational Overview 


several self-help seminars for 
representatives of deficit units. At these 
seminars, participants were encouraged 
to pool their resources wherever possible 
and to share successful strategies 
employed by fellow participants. 


The year also marked the successful 
implementation of two individualized 
rehabilitation initiatives. A restructuring 
package was put in place for Motorco 
Credit Union Limited, and Moore Credit 
Union successfully launched its Fresh 
Start Program, by forming a new credit 
union to assume the viable business of 
the failed credit union. 


At the commencement of operations, the 
department was responsible for 90 credit 
unions and caisses populaires in deficit. 
Since that time, 39 additional deficits have 
been identified. The current status of 
these 129 deficit units is as follows: 


82 units-resolved 





Fully recovered deficit units oy) 
Business transferred to other units 37 
Units dissolved 10 

82 


47 units-pending resolution 








Profitable units still in deficit HS) 
Other units to be resolved 22 

47 
Total 129 


The department is continuing to focus on 
counselling the 25 units recovering their 
deficits and on resolving the issues facing 
the 22 remaining deficit credit unions and 
caisses populaires, eight of which are 
currently under the Corporation’s direct 
Management. 





Financial Management Practices 
and Monitoring Department 


The Financial Management Practices and 
Monitoring department works in co- 
operation with the regulators and the 
leagues to reduce risk and minimize 
future insurance claims in Ontario’s credit 
union and caisse populaire system, and 
to enhance the quality of business 
practices. Acting in consultation with 
three industry advisory committees, the 
Department establishes standards of 
financial performance, develops sound 
business practices, and evaluates and 
reports on the performance, condition 
and rehabilitative plans of credit unions 
and caisses populaires. The department 
also promotes early remedial action to 
safeguard member deposits and shares. 


Throughout the year, staff from the 
department’s Management Advisory 
Services and Insurance division continued 
to work closely with credit unions and 
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~ caisses populaires unable to meet their 
surplus and capital requirements. The 
Capital Adequacy Advisory Committee 
reviewed the capital rehabilitation plans 
of 60 credit unions and caisses populaires 
in 1989, representing assets of $1.7 
billion. The department appreciates the 
support given to the committee’s 
recommendations for capital variation by 
the Ministry of Financial Institutions’ 
Director of Credit Unions and his staff. 


The department also continued to 
evaluate the progress of credit unions and 
caisses populaires operating under an 
approved capital rehabilitation plan. This 
program assists credit unions and caisses 
populaires to reach the surplus and 
capital levels required by Government 
Directives, and minimizes overall system 
risk. 


As part of the annual deposit insurance 
renewal process, the department 
reviewed the audited financial statements 
and auditors’ reports of all credit unions 
and caisses populaires in Ontario. In 
cases where these reviews identified 
adverse performance trends, OSDIC 
notified the Ministry of Financial 
Institutions and requested that the credit 
unions and caisses populaires be 
examined. The Corporation relies on 
these examinations and auditors’ reports 
to carry out section 114 of the Act. 
Department staff also promoted the 
timely correction of identified problems, 
by reviewing the situations with the 
leagues, the Ministry and the 

| management of the affected credit unions 
and caisses populaires. 





The past year also marked the 
completion of a comprehensive set of 
performance measures and guidelines 
which will be used to assess the safety 
and soundness of credit unions and 


o 





caisses populaires. The Risk Analysis and 
Monitoring division developed the 
guidelines in co-operation with the 
Performance Analysis Advisory 
Committee. The new measures have 
strengthened OSDIC’s information 
gathering and analysis activities, which 
remain crucial to the early recognition of 
performance weaknesses and to the 
initiation of remedial action. 


In addition, the department continued to 
gather quarterly financial data and to 
produce comparative performance 
reports. Credit unions and caisses 
populaires rely on the reports to compare 
their performance against that of their 
industry peer groups. The department 
also installed new information technology 
to meet the expanding needs of the 
system for reliable performance 
information. The new technology, when 
fully developed, is expected to improve 
user access to OSDIC’s credit 
union/caisse populaire database. 


The department developed four new 
sections of the Sound Business Practices 
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Manual for Ontario’s Credit Unions and 
Caisses Populaires during the year. The 
manual’s guidelines represent a 
framework of generally accepted industry 
business practices, developed in co- 
operation with members of the Sound 
Business Practices Advisory Committee. 
Two industry research groups, the first on 
asset/liability management and the other 
on credit granting, added their expertise 
to the preparation of the related sections 
of the manual. Plans are under way to 
issue the remaining two sections by mid- 
1990. 


To familiarize credit union and caisse 
populaire managers with the content of 
the manual, department staff made 
presentations on the manual at 
conferences and chapter meetings held 
throughout Ontario. Staff also made a 
number of presentations relating to 
OSDIC’s performance measures and 
comparative performance reports. 


Administration 


The Administration department supports 
the achievement of corporate goals 
through the provision of comprehensive 
corporate administration services. 


Throughout the year, OSDIC continued to 
provide broad-ranging information on its 
policies and activities to system members. 
Communication initiatives included a 
quarterly newsletter and industry-oriented 
reports on deposit protection services. 





Other administrative programs, 
such as the introduction of a 
comprehensive purchasing 
policy, sought to maximize 
corporate effectiveness and 
efficiency. The computerized 
accounting system Was 
upgraded, thus reducing 
administration costs and 
increasing management 
information capabilities. 


Delivery of French language 
services to the credit union 
and caisse populaire system in 
Ontario continues to be an 
important corporate objective. 
In the past year, OSDIC 
formed a French Language 
Services Committee to review 
internal policies and ensure all 
areas of operation meet the 
requirements of the French 
Language Services Act, which 
came into effect November 19, 


1989. 


The increase in 1989 expenses 
was largely due to greater 
interest costs of $7.8 million as 
against $3.3 million in 1988. 
The interest relates to 
borrowings in excess of $68 
million which were needed to 
fund deposit insurance 
advances. Combined salaries, 
benefits and operating 
expenses, excluding interest, 
increased approximately four 
per cent over 1988 operating 
costs. 


FINANCIAL PERFORMANCE OF ONTARIO'S 
CREDIT UNIONS AND CAISSES 
POPULAIRES OVER A TEN YEAR PERIOD 
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Management’s 
Responsibility | = | 

The OntarioiShare and Deposit Insurance Corporation’s management 
is responsible.for the integrity, and. fair presentation of the financial 
statements included in.the annual report. The financial statements 
have been prepared in accordance with accounting principles general- 
ly accepted Wn Canada? Ontario 


providing legislated universal deposit ,, 

The Corporation maintains systems of internal accounting controls 
of high' quality consistent with reasonable cost. Such systems are 
designed to provide reasonable assurance that the financial informa- 
tion is Adcurate'and Yeliable'and ‘that company assets are adequately 
accounted forland safeguarde@incent, in 


The financial dateinents have been reviewed by the Audit 
Committeeland have been approved by the Board of Directors. In 
addition, thesfinan¢ial|statements- haye\been examined by Peat 
Marwick Thorne , the auditors, whose report is included hereafter. 


Ih 
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Claims. thereDy providing Gepos 


ee 


Auditor’s Report 


To the Board of Directors of Ontario Share and Deposit 
Insurance Corporation 


We have examined the balance sheet of Ontario Share and 
Deposit Insurance Corporation as at December 31, 1989 and the state- 
ments of operations and deficiency of the deposit insurance fund and 
changes in financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing stan- 
dards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the finan- 
cial position of the Corporation as at December 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


[oe [lle oane 


January 25, 1990 
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Balance Sheet 


December 31, 1989, 
with comparative figures 
for 1988 


(in thousands of dollars) 
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Sed 


ASSETS 


Cash 

Premiums receivable and related 
accrued interest (note 3) 

Accounts and interest receivable 

Deposit insurance advances 
recoverable (note 4) 

Deposit held in trust (note 13(c)) 

Income taxes recoverable 

Fixed assets (net of accumulated 
depreciation and amortization 


of $628 (1988, $432)) 


LIABILITIES 


Bank indebtedness (note 6) 

Payables and accruals 

Bank loan payable (note 7) 

Notes payable (note 8) 

Deferred premium income 

Accrual for known deposit insurance 
losses 

Obligation under capital lease (note 5) 


Total liabilities 


Deficiency of 
Deposit Insurance Fund 


Contingencies (notes 2 and 13) 
Lease commitments (note 5) 


On behalf of the Board: 
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1989 1988 
$ 1554 $ 85 
3,400 1,951 
416 494 
7,161 T5551 
1,240 1108 
367 
1,029 789 
S$ 14,800 $ 18,318 
$ 46,008 $ 40,055 
2,188 1,059 
5,634 9,204 
27 50 22,150 
2,214 2,036 
36,110 26,098 
205 — 
115,109 107,202 
100,309 82,884 
S 14,800 $ 18,318 
Director 


We. 


Director 
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Statement of Operations 
and Deficiency of the 
Deposit Insurance Fund 

















1989 1988 
Year ended December 31, 1989, 
with comparative figures Income: 
for 1988 Premium income cy PaiR eto. Maa les 
(in thousands of dollars) Investment income a 1,423 
Other income 70 224 
17,909 13,378 
Expenses: 
Salaries and benefits 2,747 2,578 
Operating expense 1,938 1,928 
Interest expense (note 6,7 and 8) 7,830 5252 
12,515 7,758 
Income before income taxes 5,394 5,620 
Recovery of income taxes (note 9) - 49 
Excess of income over expenses ohee: 5,609 
Less provision for deposit insurance 
losses (note 11) (22,819) (68,767) 
Increase in Deficiency of the 
Deposit Insurance Fund 17,425 63,098 
Deficiency of Deposit Insurance Fund, | 
beginning of year 82,884 19,786 
Deficiency of Deposit Insurance Fund, 
end of year $100,309 $ 82,884 
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Statement of Changes in 
Financial Position 


Percen 
Year ended December 31, 1989, 
with comparative figures Seni REO: 200 


for ys pitglizagion jo ae Cash pasa ida 150 
(1N.thQ nas ands of doll llars) is nancial . 
ee ina changing economic . 
arronttent eras rer ining Operations: 0 
deficits are resolved and the credit union Excess SFittcome bveiFekpenses 


and caisse populaire system prepares for Items charged to operations 












greater competition, the system must not not affecting cash 
only strive for increased capitalization, Depreciation and amortization 210 Ez 
but also consider the parallel issue of Loss on disposal of fixed assets ~ Dae. 





asset t isk 5,604 Measured aD 81525 
Changes ity the competitiveness of the Ape eeu 
Préemiunms'receivable, net of 
deferred premium income (E271) (21) 


‘actcounts un interest teceiable\ 78 13 
Pay Abie and aceaiMls Mund deticienc) 1,129 401 
Invome thxdés recoverable ycurs fo 367 364 


Lert x C One @ On tO COVE 
recover. While one opti recover the 303 757 
5,907 6,572 


In that regard, the Board of Directors of 
the Canadian Co-operative Credit Society 
(CCCS) recently established a Capital 

Adequacy task force to address the issue 


With participation from OSDI« 





management, the task force plans to 


leavelon 2 cet onnideline leo 
develop a set oF guidennes Tor the cost of system deficits is to increase 
Industry that rekite Capital requirements insurance premiums, the Ministry of 





O risk. Part of their challenge io) adapt Financial Institutions is currently leading 
Or me CITY the rec ently adopted Financing-and investing activities: 
international bankurg rules on risk capital Baglediexa repay kerrother means to (3,570) (45/2) 
for application to the credit union and Saleroef tavestmentssurance = 21176 
ses RC Cuero: Puréhase wf fixed assets (450) (723) 
encouraged that leas gue representatives tn Obligation under capital lease 205 
Ontario ne e jOinc di YSDIC and the CCCS In this regard, during the course of the 
in collaborative fe ER a a Wy: past year, members of the Board, (3,815) 16,881 
ipproach to risk rating Of assets and 
increased capitalization Deposit protection activities: 

| Deposit insurance net advances (6,437) (64,671) 
Another important safeguard for stability Recoveries from member institutions = 148 


lies in the growing co-operation among 








Decrease (increase) in deposit | 








various levels o Cs) Cpe Cy] i 
arious levels of Ontari redit union Hel inte, ee pe (139) 
ind caisse populaire system. For POPULAIRES ae : | (6 576) 
example, the pooling of monitoring data PERFORMANCE ay : 
unongst the various levels should ensure . ee 100 
ahi title sate Veet et cha ee Gate Decrease in cash position (4,484) (40,894) 
50 
Corporation has also emphasized industry A 
participation in the development o} Cash pasion, ‘Bedi Nning of year o| (39,970) 
comprehensive sound business practices ve : 
eaten Ary na j Cash position, end of year 980198) 1982 $4445454) 0 $(393970) 
clines. These and other 


ntary strategies serve to 


Cash position is defined as cash less bank indebtedness. “eves 298°") 
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Notes to Financial 
Statements 


December 31, 1989 





GENERAL 
Ontario Share and Deposit Insurance Corporation is estab- 
lished as a Corporation without share capital under the provi- 
sions of the Credit Unions and Caisses Populaires Act (“Act”). 
The Corporation’s principal functions are to provide deposit 
insurance, to the extent provided by the Act, on share capital 
and deposits of members of credit unions and caisses popu- 
laires, and to collect, accumulate and publish statistics on the 
credit union and caisse populaire movement. 
The Act empowers the Corporation to assess its member insti- 
tutions to meet the Corporation’s requirements for insurance 
funding and administrative costs. Such authority is exercised in 
accordance with the terms set out in the regulations on premi- 
ums. Annually, the Corporation submits its premium levy rec- 
ommendations to the government of Ontario for review and 
incorporation into the regulations through appropriate amend- 
ments as necessary. 
1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
Fixed assets, depreciation and amortization: 
Fixed assets are recorded at cost. Depreciation of furniture 
and equipment is provided by the diminishing-balance 
method at the rate of 20% per annum. Computer and related 
equipment is depreciated over three years on a straight-line 
basis. Leasehold improvements are amortized on a straight- 
line basis over the term of the lease. 
Premium income: 
Premiums are based on share capital and deposits held by 
member institutions. Premium income is recognized when 
billed. 
Deferred premium income: 
Deferred premium income represents the additional premi- 
ums which were charged in 1985 and 1986 to credit unions 
which were not members of an approved stabilization fund at 
the time of assessment and interest accrued thereon (note 3). 
Deposit insurance advances and provision for losses: 
Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Allowances 
against such advances are included in the provision for 
deposit insurance losses. Additional losses arising from 
known claims in respect of insured deposits are estimated 
and provided for at the time that (a) member institutions are 
known to have become insolvent (b) the amount of loss is 
quantifiable and (c) the Corporation’s board of directors has 
approved the disbursement of funds. 
Leases: 
Leases have been classified as either capital or operating. A 
lease which transfers substantially all the benefits and risks 
incidental to ownership of property is accounted for as if it 
were an acquisition of an asset and the incurrence of an 
obligation at the inception of the lease. All other leases are 
accounted for as operating leases wherein rental payments 
are charged to earnings as incurred. Assets recorded under a 
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capital lease are amortized on a straight-line basis over the 
life of the lease. 

2 GOING CONCERN ASSUMPTION: 
These financial statements have been prepared on the going 
concern basis, which assumes that assets will be realized and 
liabilities and obligations will be discharged in the normal 
course. The application of the going concern concept is 
dependent upon the Corporation’s ability to obtain sufficient 
additional financial resources to meet its liabilities. The 
Corporation, representatives of caisses populaires and credit 
unions and the Ministry of Financial Institutions are continu- 
ing to hold discussions with the objective of liquidating the 
Corporation’s deficiency of the deposit insurance fund. 

3 PREMIUMS RECEIVABLE AND RELATED ACCRUED 
INTEREST: 
Included in premiums receivable and related accrued interest 
is $2,129,000 of unpaid additional premiums charged during 
1985 and 1986 (and accrued interest thereon) to credit unions 
which were not members of an approved stabilization fund at 
the time of assessment. Specifically those credit unions 
referred to in note 13(a) comprise a significant portion of 
these outstanding premiums. These charges are in dispute. 
The balance of $1,271,000 relates to unpaid 1989 premiums 
due December 31, 1989. 

4 DEPOSIT INSURANCE ADVANCES RECOVERABLE: 





1989 1988 

(thousands) 
Gross amounts advanced $ 90,767 $ 67,8605 
Less allowances thereon (83,606 ) (54,334) 
$ 7,161 § 13,531 





5 LEASE COMMITMENTS: 
The future minimum lease payments under the capital and 
operating leases of the Corporation together with the obliga- 
tions under capital lease after deducting interest on the mini- 
mum lease payments are as follows: 








Capital Operating 
lease leases 
(thousands) 

1990 $ 58 $ 247 
1991 58 247 
1992 58 247 
aie) 58 247 
1994 DS bay 
Subsequent to 1994 = 1,348 
Total minimum lease payments $ 287 $ 2,673 





Less amount representing 
interest 82 
Obligations under capital lease $ 205 





The capital lease payments are for computer equipment used 
in the information gathering and analysis activity. The operat- 
ing lease for premises is a ten-year lease commencing August 
1, 1988, with a five-year renewal option. In addition, the 
Corporation is required to pay property taxes and operating 
costs. 


\o 


6 BANK INDEBTEDNESS: 








1989 1988 

(thousands) 
Bank overdraft $  - $. 15,302 
Bankers’ acceptances 46,008 24,753 
$ 46,008 § 40,055 


7 BANK LOAN PAYABLE: 
The $5,634,000 loan payable to a Canadian chartered bank 
is unsecured and bears interest at a floating rate related to 
the bank’s prime rate. The principal repayments are 
$3,572,000 in 1990 and $2,062,000 in 1991. Principal repay- 
ments are the responsibility of the Corporation and are guar- 
anteed by the Province of Ontario. Interest payments are 
recoverable from the Province of Ontario. 

8 NOTES PAYABLE: 
Promissory notes payable bear interest, compounded 
monthly, at a rate set monthly equal to the higher of the 
average yield on the first three-month Ontario Treasury Bill 
auction or average yield on the first three-month Canada 
Treasury Bill auction. The notes are due October 30, 1997, 
are callable by the Corporation after five years and are guar- 
anteed by the Province of Ontario. Interest expense on 
notes payable amounted to $2,763,000 (1988- $2,163,000). 

9 INCOME TAXES: 
The Corporation is subject to income taxes under the 
Income Tax Act. As premium income is not included in 
income for tax purposes, the Corporation incurred a loss for 
income tax purposes. 

10 FORGIVABLE LOAN: 
The balance of a forgivable loan to a caisse populaire which 
was fully provided for in 1985 is unsecured and repayable, 
without interest, in two equal annual instalments of 
$2,578,000. Loan repayments are forgivable when the caisse 
populaire complies with certain conditions established by 
the Corporation; however, the instalments may not be for- 
given if these conditions are not met. 

11 PROVISION FOR DEPOSIT INSURANCE LOSSES: 
Deposit insurance losses net of recoveries provided in the 
year are comprised of the following: 
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1989 1988 

(thousands) 
Hamilton-Wentworth Credit Union Limited $ 11,700 $ — 
Keen Community Credit Union Limited 3,200 - 


St. Catharines Community Credit Union Ltd. 2,865 ~ 
Tri-County (Tillsonburg) Credit Union Ltd. Pa BP - 


Algonquin West Credit Union Limited 2197 = 

St. Nicolas Parish (Toronto) Credit Union (3,000) 7,500 
Motorco Savings & Credit Union Limited = 15,600 
C.P. Belle Riviére Limitée 1,700 11,500 
Dutch Canadian Kent Credit Union Limited = 9,200 
Etobicoke Community Credit Union Limited - 7,742 
Moore Credit Union Limited - 7,500 
Orillia Community Credit Union Ltd. - 2,666 
C.P. Windsor Ltée (700) 1,900 
Golden Horseshoe Credit Union Limited - 1,724 
Capreol Community Credit Union Limited 34 1,150 
Other provisions net of recoveries 2,051 2,285 





$22,819 $ 68,767 


In addition to the foregoing, the Corporation may incur fur- 
ther losses arising from the credit unions and caisses popu- 
laires identified in note 13(b). 

The Corporation has reached an agreement and is expecting 

a settlement with respect to legal action in which the 

Corporation sought to recover a portion of its 1987 deposit 

insurance losses related to the Toronto Board of Education 

Staff Credit Union Limited. The recovery will be recorded 

when the final outcome is determined. 

12 PENSION PLAN: 

The Corporation has a defined benefit pension plan. The 

estimated value of the pension fund assets at December 31, 

1989 is $1,628,000, (1988, $1,514,000) and the estimated actu- 

arial present value of accrued pension benefits is $1,012,000 

(1988, $817,000). 

13 CONTINGENCIES: 

(a) Certain credit unions have commenced legal actions 
against the Corporation for the return of assessments of 
$9,400,000 (plus interest) previously paid to the 
Corporation which amounts were paid by the 
Corporation as financial assistance. It is the view of the 
Corporation’s management that these actions are without 
merit and the Corporation will defend this position. 

(b)In addition to those credit unions and caisses populaires 
for which the Corporation has provided for known 
deposit insurance losses, the audited financial statements 
of 39 other credit unions and caisses populaires report 
aggregate accumulated deficits of approximately $17 mil- 
lion as at December 31, 1989. Of these, 25 credit unions 
and caisses populaires representing $8 million of aggre- 
gate deficits are currently reporting interim profits while 
the remaining 14 credit unions and caisses populaires 
representing $9 million of aggregate deficits continue to 
sustain losses. 

(c) Deposit held in trust consists of $1,047,000 plus accrued 
interest of $193,000. To facilitate the orderly wind-up of a 
certain caisse populaire under section 116 of the Act, it 
was necessary for the Corporation to place these funds in 
trust. The Corporation then initiated a court action against 
a certain league to recover the funds. The action is being 
contested by that league but it is the opinion of manage- 
ment that these funds will be fully recovered. 


Board of Directors 





KENNETH R. OSWELL, CHAIRMAN 

Mr. Oswell retired in 1984 as a partner in a major interna- 
tional firm of chartered accountants and management con- 
sultants. He is currently a director of several companies and 
not-for-profit organizations. Throughout his career, he has 
been active in a broad range of domestic and international 
professional, business and community activities. 


DAVID W. PRETTY, VICE CHAIRMAN 

Mr. Pretty was formerly president of a major life insurance 
company and has extensive background in the insurance 
and investment fields. He is currently president of a finan- 
cial consulting company and is a director of several public 
and community organizations. 


JEAN-BAPTISTE ALTE 

Mr. Alie is an entrepreneur in Hawkesbury, Ontario. He has 
been involved in the credit union and caisse populaire 
movement for many years. He is president of La Fédération 
des caisses populaires de |’Ontario Inc. 


MATTHEW GAASENBEEK 

Mr. Gaasenbeek is president of a venture capital corpora- 
tion as well as a natural resource company and is a director 
of several public and private companies. He has occupied a 
number of senior positions in investment broker firms. He 
also served as senior advisor to the Canadian International 
Development Agency. 


R. WILLIAM LAWSON 

Mr. Lawson retired as Senior Deputy Governor of the Bank 
of Canada in February 1984. He was a member of Canadian 
delegations to many international conferences. He was 
named Officer of the Order of Canada in June 1984. 


RONALD A. MARION 

Mr. Marion is a lawyer with a major legal firm in Welland, 
Ontario. He is a trustee of the Niagara South Board of 
Education and President of l’Association frangaise des con- 
seils scolaires de l’Ontario. He is also president of a public 
small business development corporation and involved in 
numerous community activities. 


JAMES G. MCPHERSON 

Mr. McPherson is a partner in the Law firm of Carson, Gross 
& McPherson in Toronto. He specializes in advising owner- 
managed businesses on commercial matters and assisting 
international corporations. He has acted as a director of 
numerous financial and community organizations. 
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LILI-ANN RENAUD-FOSTER 

Ms. Renaud-Foster is president of one of Ottawa’s leading 
management consulting firms, specializing in human 
resources. She has extensive management consulting experi- 
ence, including practice management for a major interna- 
tional firm. She is also a Director of Le Cercle Universitaire 
d’Ottawa. 


ROLAND SEWELL 

Mr. Sewell retired in January 1985 as Acting Assistant 
Deputy Minister, Finance & Administration with the Ministry 
of Agriculture. He has been involved in the credit union and 
caisse populaire movement for many years. 


Sub-committees 





Audit Committee 
This committee liaises with the external auditors of the 
Corporation to ensure that sound business practices are 
applied within the Corporation. The committee also reviews 
the audited financial statements of the Corporation with a 
view to making required recommendations to the Board. 
James G. McPherson, Chairman 
Roland Sewell 


Deposit Insurance Protection Committee 
This committee reviews matters pertaining to credit unions 
and caisses populaires taken under the direction of the 
Corporation pursuant to section 116 of the Act. The commit- 
tee also acts on behalf of the board in situations requiring 
immediate board decisions for credit unions and caisses 
populaires taken under direction. 

Matthew Gaasenbeek, Chairman 

David W. Pretty 


Human Resources Committee 
This committee assists in an advisory capacity in the imple- 
mentation of policies relating to the Corporation’s compen- 
sation, employee benefits and related matters. The 
committee also reviews proposed changes in these areas in 
order to make appropriate recommendations to the board. 
Lili-Ann Renaud-Foster, Chairman 
Ronald A. Marion 


Investment and Finance Committee 
This committee liaises with management for the purpose of 
periodically reviewing the Corporation’s investment and bor- 
rowing policies and practices in accordance with the Credit 
Unions and Caisses Populaires Act. 

R. William Lawson, Chairman 

James G. McPherson 


Mr. Kenneth R. Oswell is an ex-officio member of all sub- 
committees of the board. 


Advisory Committees 


PERFORMANCE ANALYSIS 
ADVISORY COMMITTEE 


Function and Responsibilities: 


All matters related to the analysis of credit 
union/caisse populaire financial performance, and 
the use of OSDIC’s credit union/caisse populaire 
database. 

Ways and means by which users can be trained to 
optimize use of the system and reports. 

Data, information and outputs required by users 
including the required frequency. 

Ways and means of capturing data and/or out- 
puts. 

Allocation to users of the costs of the statistical 
system. 


Medium and long-range direction for technologi- 
cal developments on information processing. 


Members: 

Brian Fisher, Parry Sound Muskoka Credit Union 
Limited Region: Bracebridge 

Michel Gingras, La Federation des caisses popu- 
laires de l'Ontario Inc. | Region: Ottawa 
Raymond Jackle, Credit Union Central of Ontario 
Region: Toronto 

Sean G. Jackson, Niagara Credit Union Limited 
Region: Niagara 

Barry Munro, Hepcoe Credit Union Limited 
Region: Toronto 

Raymond Prevost, Caisse populaire St-Jean-de- 
Brebeuf (Sudbury) Limitée | Region: Sudbury 
Milton Stewart, Cangeco (Toronto) Credit Union 
Limited Region: Toronto 

Harvey Glower, Ministry of Financial Institutions 
Region: Toronto 
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CAPITAL ADEQUACY 
ADVISORY COMMITTEE 


Function and Responsibilities: 

Review, in accordance with defined criteria and 
evidence, the capital rehabilitation plans of credit 
unions and caisses populaires unable to meet sur- 
plus and capital requirements, 


Recommend to the Director of Credit Unions the 
course of action which should be taken on each 
application, 

Review, and make comments and suggestions to 
OSDIC on capital adequacy issues as required. 


Members: 

Raymond Boucher, La Caisse populaire de 
Kapuskasing Limitée Region: Kapuskasing 
Gerald Clement, Windsor Teachers Credit Union 
Limited Region: Windsor 


Dennis Daub, Waterloo County Board of 
Education Employees’ Credit Union Limited 
Region: Kitchener 

Carl Dowsett, The Civil Service Co-operative Credit 
Society Limited Region: Ottawa 

Aurel Rhéault, Caisse populaire de Chelmsford 
Limitée Region: Sudbury 

John Rider, Toronto Fire Department Employees 
Credit Union Limited — Region: Toronto 


Ron Dias, Ministry of Financial Institutions 
(Observer) Region: Toronto 


COMMITTEE ON SOUND BUSINESS 
PRACTICES 


Function and Responsibilities: 
Review and provide comments and input on: 


Draft standards and guidelines on sound business 
and financial practices, 


Methods for the effective delivery, implementation 
and enforcement of standards and guidelines, 






CORPORATION ADVISORY COMMITTEE MEMBERSHIP 


acy Representatives from 
individual credit unions 
and caisses populaires 
Ministry of Financial 
Institutions staff 

Psy Credit Union Central of 
Ontario staff 


La Fédération des 





caisses populaires de 
l'Ontario staff 


(come) L’Alliance des caisses 
populaires de |’Ontario 
staff 
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Methods by which users can be trained to opti- 
mize use of the standards and guidelines. 


Members: 

Cees Bijl, DUCA Community Credit Union Limited 
Region: Toronto 

Jean Guy Clément, Caisse populaire de 
Hawkesbury Limitée Region: Ottawa 

William Goertz, Niagara Credit Union Limited 
Region: Niagara 

Marty Komsa, Windsor Family Credit Union 
Limited Region: Windsor 

Stan Krol, St. Stanislaus-St. Casimir’s Polish 
Parishes Credit Union Limited Region: Toronto 
Jean-Guy Lafléche, La Fédération des caisses pop- 
ulaires de l'Ontario Inc. | Region: Ottawa 

Alan Marentette, Credit Union Central of Ontario 
Region: Toronto 

Albert Perras, L’Alliance des caisses populaires de 
l'Ontario Limitee Region: North Bay 

Alex Shatford, Great Lakers Credit Union Limited 
Region: Thunder Bay 

John Harper, Ministry of Financial Institutions 
Region: Toronto 


DEPOSIT PROTECTION ADVISORY 
COMMITTEE 


Function and Responsibilities: 


Provides advice and counsel to OSDIC’s Deposit 
Protection Services department in the development 
and implementation of overall deficit resolution 
strategies and the determination of solutions to be 
employed in individual circumstances. 


Members: 

Reginald Bertrand, Caisse populaire Notre-Dame 
d’Ottawa Limitée Region: Ottawa 

Kathleen Fitzgerald, Starnews Credit Union Limited 
Region: Toronto 

Ronald Fitzgerald, The Civil Service Co-Operative 
Credit Society Ltd. Region: Ottawa 

Jean Louiseize, Caisse populaire Sturgeon Falls 
Limitee Region: Sturgeon Falls 

Joseph Mahoney, Ontario Civil Service Credit 
Union Limited | Region: Toronto 

Alan Marentette, Credit Union Central of Ontario 
Region: Toronto 

James D. Nowlan, Avestel Credit Union Limited 
Region: Hamilton 

Doug Robinson, Dryden District Credit Union 
Limited Region: Dryden 

Jean Marc Viau, Caisse populaire Alexandria 
Limitée Region: Alexandria 

Terry Yahn, Lakehead Community Credit Union 
Limited Region: Thunder Bay 

Olha Zawerucha-Swyntuch, So-Use (Toronto) 
Credit Union Limited — Region: Toronto 

Ron Dias, Ministry of Financial Institutions 
(Observer) Region: Toronto 
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CORPORATE MISSION 





To contribute to the security and 
confidence of the individual depositors 
and shareholders of credit unions and 
caisses populaires in Ontario by 
providing legislated universal deposit 
insurance. 


In order to accomplish our 

mission, our goal is to develop and 
implement, in conjunction with the 
credit unions and caisses populaires, 
the leagues, and the regulators, 
comprehensive safeguards and 
practices to minimize insurance 
claims, thereby providing deposit 
insurance at the least continuing cost. 
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BOARD OF DIRECTORS 








Left to right - Front row: David W. Pretty, 
Lili-Ann Renaud-Foster, Kenneth R. Oswell. 


Back row: R. William Lawson, James G. McPherson, 
Ronald A. Marion, Jean-Baptiste Alie, Roland Sewell, 
Matthew Gaasenbeek. 
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Kenneth R. Oswell, FCA,FCMC 
Chairman 





CHAIRMAN'S REMARKS 





The year 1990 has been an 
encouraging one for Ontario’s 
credit unions and caisses 
populaires. Earnings have 
continued to grow both in ab- 
solute dollar terms and as a 
percentage of assets. 


In addition, surplus and 
capital increased, reaching 
$412.2 million as of December 
31, 1990, or 3.79% of assets. 
This is an increase of $52.5 
million over a year ago and an 
increase in the ratio of 0.26%. 


On another positive note, 
the number of deficit report- 
ing units has decreased to 40 
as of December 31, 1990 as 
against 49 a year earlier. 
Assets of these units at $871.7 
million, represented 8.0% of 
system assets, a reduction of 
12.4% from a year ago. 


Ontario Share and Deposit 
Insurance Corporation’s 


SURPLUS, INCLUDING CURRENT NET INCOME, 
AND CAPITAL 
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(OSDIC) deficit resolution 
activities continue to make 
progress and although calls on 
the Insurance Fund continue, 
I am pleased to report, how- 
ever, its deficiency has de- 
creased by almost $10 million 
since the 1989 year end. 


Based on present known 
losses we anticipate a further 
reduction will be achieved in 
1991, which will help to im- 
prove OSDIC’s financial 
position. 


As I mentioned a year ago, 
strong capitalization is one of 
the cornerstones of financial 
stability. In this regard it 
continues to be essential that 
the Ontario system be permit- 
ted through future legislation 
to obtain access to sources of 
capital other than through 
retained earnings. 


At the time of writing, the 
Ontario economy is becoming 
ever more vulnerable to the 
general economic downturn in 
North America. It is appropri- 
ate therefore to ensure pru- 
dent lending practices, indeed 
sound business practices, in 
general, should be applied on 
a consistent basis. 
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This is particularly necessary 
given the ever continuing 
increase in competition within 
the financial services industry. 
Revisions to the legislation 
governing financial institu- 
tions presently before Parlia- 
ment will result in broader 
powers being given many of 
these institutions. 


As a result, the application 
of sound business practices, 
whilst at the same time meet- 
ing this expanded competi- 
tion, will be a real challenge 
for credit union/caisse popu- 
laire management and their 
respective boards of directors. 


In light of our changing eco- 
nomic environment, regula- 
tory pressure is growing 











RATIO OF SURPLUS TO ASSETS AMONG 
ONTARIO’S CREDIT UNIONS AND CAISSES 
POPULAIRES 
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throughout North America to 
monitor more thoroughly the 
stability of our financial insti- 
tutions. 


At the end of 1990, the 
Canadian Stabilization Funds 
and Deposit Insurers of 
Canada established a national 
task force to review the form 
and content of external audit 
reports. In general, regulators 
and deposit insurers are press- 
ing for extended audit infor- 
mation. 


This information should be 
made available to stakehold- 
ers of credit unions and 
caisses populaires, including 
an assessment of sound busi- 
ness practices. 


In this regard, OSDIC wel- 
comes and endorses the 
recent exposure draft released 
by the Canadian Institute of 
Chartered Accountants 
entitled “Derivative Reports 
on Regulated Financial 
Institutions”, and looks 
forward to the eventual 
implementation of these 
reporting practices. 
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ASSET GROWTH 


$Billions 
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This exposure draft sets 
standards to be followed if 
auditors are requested by the 
regulators to report on 
matters relating to sound 
business practices noted 
during the course of their 
audits. 


Again, this year I wish to 
thank the members of 
OSDIC’s Advisory Commit- 
tees for their time and effort 
in bringing the industry’s per- 
spective to bear on our 
deliberations. Their input is 
essential and very much 
appreciated. 


Lastly, I would like to thank 
my fellow directors, manage- 
ment and staff for their con- 
tinuing support. All are to be 
commended for their high 
standards of professionalism 
and their dedication to the 
financial soundness of On- 
tario’s credit unions and 
caisses populaires. 


On behalf of the Board of 
Directors, 


Kenneth R. Oswell 
Chairman 
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George McIntyre, FCA 
President 





PRESIDENT'S REMARKS 





During the past year, 
OSDIC continued to carry out 
its mandate to contribute to 
the security and confidence of 
depositors and shareholders 
of the credit union and caisse 
populaire system in Ontario. 
To this end we are working 
closely with the leagues and 
the Ministry of Financial 
Institutions. 


Given the uncertain eco- 
nomic times we are encoun- 
tering, it is essential again this 
year to emphasize the impor- 
tance of attaining the required 
levels of surplus and capital. 
Credit unions and caisses 
populaires in Ontario must 
reach statutory surplus and 
capital requirements of 5% of 
assets by the end of 1997. 


In this regard OSDIC, with 
the advice of the Capital 
Adequacy Advisory Commit- 
tee, reviewed the rehabilita- 
tion plans of those credit 
unions and caisses populaires 
which have yet to comply with 
the Ministry of Financial 
Institutions’ Directive. Appro- 
priate recommendations were 
subsequently made to the 
Director of Credit Unions, 
Ministry of Financial Institu- 
tions. 


The importance of building 
risk capital continued to 
receive national attention 
through the deliberations of 
the Canadian Co-operative 
Credit Society's "Capital 
Adequacy Task Force". 
OSDIC was pleased with the 
initiatives of this national 
forum established to deter- 
mine the risk relationship of 
loans to capital. This relation- 
ship will then place the onus 
on lenders to follow prudent 
lending practices. 


In conjunction with empha- 
sizing growth in surplus and 
capital, OSDIC continues to 
encourage the use of sound 
business practices. To this 
end, the final sections of the 
Sound Business Practices 
Manual were developed and 
distributed during the year. 


In order to assist with imple- 
menting these guidelines our 
staff have made presentations 
on key aspects of the manual 
to various regional and system 
forums. In successfully com- 
pleting the distribution of this 
manual, OSDIC would be 
remiss not to recognize the 
important contribution made 
by the Committee on Sound 
Business Practices. 
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During 1990 the Deposit 
Protection Services Depart- 
ment resolved the deficits of 
10 credit unions and caisses 
populaires. These were 
achieved primarily through 
the transfer of members’ 
business to viable neighbour- 
ing credit unions or caisses 
populaires by way of asset 
sales or through agency agree- 
ments. 


During the year six new defi- 
cit units came under our re- 
sponsibility. In addition, due 
to the closing of several indus- 
trial companies, we were re- 
quested to assist with the 
orderly wind-up of their 
affiliated credit unions which 
were reporting surpluses. 
These closures are, of course, 
a continuing concern given 
the present economic climate. 


On a positive note, however, 
we are pleased to report six 
credit unions and caisses 
populaires were successful 


through their own efforts in 
revitalizing their financial 
condition by eliminating their 
deficits and achieving audited 
surpluses. 


The deposit insurance 
premium of $2.10 per $1,000 
of shares and deposits has re- 
mained the same for the last 
two years. During the current 
year OSDIC has been success- 
ful in reducing the deficit in its 
Insurance Reserve Fund from 
$100.3 million as at December 
31, 1989 to $90.7 million as at 
December 31, 1990. 


This has been attained due 
to a combination of higher 
than expected recoveries from 
assets under OSDIC’s admini- 
stration, the interim dividend 
received from the estate of 
Toronto Board of Education 
Staff Credit Union Limited, 
together with premium in- 
come exceeding the total of 
operating expenses and bor- 
rowing costs. 


TRENDS IN THE COMPOSITION OF THE 
ONTARIO CREDIT UNION AND CAISSE 
POPULAIRE SYSTEM BY UNIT SIZE 
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All this was accomplished 
while operating expense 
growth was contained to less 
than 1%. Unfortunately, bor- 
rowing costs were almost 13% 
higher than in 1989. Hopefully 
as interest rates decline these 
savings can be available to 
reduce the deficit further. 


In conclusion, the past year 
can be characterised as one of 
consolidation within the sys- 
tem. At the time of writing, 
Canada is in a recession of 
uncertain duration. It is our 
view, however, the system as a 
whole is on a sounder footing 
than it was when facing the re- 
cession of the early 1980s. 


Management, together with 
boards of directors, will 
therefore need to be vigilant 
in carrying out their duties so 
as to manage their respective 
credit unions and caisses 
populaires successfully during 
this period. 


YG etn. 


George McIntyre 
President 
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OPERATIONAL REVIEW 





Deposit Protection Services 
Department 


The Deposit Protection Serv- 
ices Department was estab- 
lished in 1987 in response to 
the Ontario Government’s 
Program for Change which 
gave OSDIC direct responsi- 
bility for resolving deficits 
which had accumulated within 
the system. 


During 1990, the depart- 
ment continued to focus on 
resolving deficits by working 
closely with boards and local 
management to promote and 
achieve recovery from re- 
tained earnings rather than at 
the expense of the OSDIC 
Deposit Insurance Fund. 





During 1990, six credit unions From right to left: OSDIC President 
and caisses populaires with George McIntyre and Vice Presidents 
assets totalling $60.5 million C. William D. Foster, 
successfully returned to a Deposit Protection Services; 
surplus position under this David J. Hughes, Finance and 
program. Administration/Treasurer; 
Badrudeen Baksh, Financial Management 
When recovery using inter- Practices and Monitoring. 


nal resources is not possible, 
OSDIC intervenes directly, 
resolving the deficit usually 
through a transfer of business 
to a stronger credit union or 
caisse populaire. In situations 
where such an approach 
cannot be applied, an orderly 
form of dissolution is em- 
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ployed in which members are 
assisted in transferring their 
business to other co-operative 
financial institutions of their 
choice. During the year, 10 
deficit units with assets to- 
talling $58 million were re- 
solved in this manner. 


The bulk of the deficits in 
dollar terms accumulated at 
the inception of Program for 
Change have now been re- 
solved and the losses fully 
provided for in OSDIC’s fi- 
nancial statements. 


The total reported deficits 
of active credit unions and 
caisses populaires, including 
newly identified situations not 
yet fully resolved, has been re- 
duced to $21 million from an 
aggregate of almost $100 mil- 
lion four years ago. Of this 
$21 million, OSDIC has al- 
ready provided in its state- 


ments for a potential call on 
the Deposit Insurance Fund 
of $13 million. 


During the year, six new 
deficits were identified of 
which two have already been 
resolved. Many of these op- 
erations failed due to plant 
closures, layoffs or a loss of 
the raison d’étre of the credit 
union or caisse populaire. 


While the number of inci- 
dences is declining, losses due 
to fraud, dishonesty or mis- 
management continue to be of 
serious concern. An analysis 
of all charges against the 
Deposit Insurance Fund over 
the past four years reveals that 
dishonesty and fraud are pri- 
marily responsible for 24% of 
the failed units by number, but 
over 43% of the losses in 
dollar terms. 


REPORTED DEFICITS, INCLUDING CURRENT NET 
INCOME, AMONG ONTARIO’S CREDIT UNIONS 
AND CAISSES POPULAIRES 
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Some recoveries from these 
types of losses were achieved 
in 1990 with the settlement of 
several outstanding bond 
claims and litigation. Ongoing 
investigations have led to 
several individuals being 
convicted and sentenced. 
These actions are expected to 
serve as a deterrent to future 
possible acts of this nature. 


OSDIC continues to work 
closely with system represen- 
tatives, leagues and the Minis- 
try of Financial Institutions to 
design and implement im- 
proved safeguards to minimize 
future losses. It is encouraging 
to note the improvement in 
system surplus and capital, es- 
pecially among units which 
previously had reported defi- 
cits. 


When the department was 
established in 1987 it had 90 
credit unions and caisses 
populaires reporting deficits 
in the audited financial 
statements. Since then, 43 ad- 
ditional audited deficits have 
been identified. The current 
status of these 133 units is as 
follows: 
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96 units-resolved 


Fully recovered 


deficit units 4] 

Business transferred 

to other units 43 

Units dissolved ie 
96 


37 units-pending resolution 


Profitable units still 


in deficit 14 

Units under OSDIC 

direction 5 

Other units to be 

resolved 18 
a7 

Total Units 133 





Emphasis will continue to be 
placed on dealing with the issues 
facing these remaining deficit 
units. In this regard, we greatly 
appreciate the ongoing advice 
and support provided by the 
members of the Deposit Protec- 
tion Advisory Committee. 


The committee continues to 
provide invaluable input into our 
deficit resolution activities and 
strategies. The department is 
also grateful for all of the assis- 
tance it received during the year 
from local credit unions and 
caisses populaires, Ontario’s 
leagues and the Ministry of 
Financial Institutions. 


Financial Management Practices and Monitoring 
Department 


The Financial Management 
Practices and Monitoring 
Department works in co- 
operation with the regulator 
and the leagues to reduce the 
risk of future losses in On- 
tario’s credit union and caisse 
populaire system. 


In consultation with three 
industry advisory committees, 
it establishes standards of 
financial performance, devel- 
ops sound business practices, 
and evaluates and reports on 
the performance, condition, 
and rehabilitative plans of 
credit unions and caisses 
populaires. 


Staff promote the timely 
correction of identified 
problems by reviewing such 
situations with the leagues, 
the Ministry, and affected 
credit unions and caisses 
populaires. 


During 1990, 112 credit un- 
ions and caisses populaires 
with assets of approximately 
$2.9 billion participated in a 
capital rehabilitation program, 
administered jointly by 
OSDIC and the Ministry of 
Financial Institutions, with the 
assistance of the Capital Ade- 
quacy Advisory Committee. 
The rehabilitation plans of 
these credit unions and caisses 
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NET INTEREST AND OTHER INCOME* 
AS A PERCENTAGE OF ASSETS 
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NON-INTEREST EXPENSES 
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populaires which were unable 
to meet minimum surplus and 
capital requirements specified 
under provincial legislation 
were reviewed and their per- 
formance monitored closely. 
OSDIC field staff discussed 
areas of weakness with credit 
union/caisse populaire man- 
agement and the boards of 
directors, and recommended 
alternative courses of action 
to improve operating results. 


As part of the annual 
deposit insurance renewal 
process, the audited financial 
statements and auditors’ 
reports of all credit unions 
and caisses populaires in 
Ontario were analyzed. 
Where these reports and 
other information suggested 
adverse performance trends, 
OSDIC notified the Ministry 
of Financial Institutions, and 
requested that the credit 
unions and caisses populaires 
be examined. 


The Corporation relies on 
Ministry examinations and 
auditors’ reports to carry out 
its responsibilities of loss 
prevention under the Act. 


The process of gathering 
quarterly credit union and 
caisse populaire financial data, 
and reporting system condi- 
tion and performance, under 
OSDIC’s legislated mandate, 
continued. The past year saw 
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a new comprehensive set of 
performance measures and 
guidelines put into use in its 
reports of credit union and 
caisse populaire comparative 
performance. 


Also, the Corporation’s 
early warning mechanisms 
were further improved. 
OSDIC will shortly complete 
its transition to new informa- 
tion technology, which is con- 
tinuing to make user access to 
OSDIC’s credit union/caisse 
populaire database easier. 


Production and distribution 
of the manual “Sound Busi- 
ness Practices for Ontario’s 
Credit Unions and Caisses 
Populaires” was completed 
during the year, representing 
a significant achievement for 
both the province and the 
entire Canadian co-operative 
system. 







Percent 


Ontario’s movement has 
been the first to develop such 
comprehensive criteria on 
sound business practices. The 
co-operation of both boards 
of directors and management 
of credit unions and caisses 
populaires in adopting strate- 
gies for implementation of 
sound business practices was 
encouraged through ongoing 
communication initiatives and 
the continued use of the im- 
plementation guides accompa- 
nying each section of the 
guidelines. 


During the year, Ministry 
examiners formally incorpo- 
rated into their examination 
procedures a review of com- 
pleted implementation guides 
as part of their assessment of 
the soundness of a credit 
union/caisse populaire’s 
operations. 


DISTRIBUTION OF SYSTEM ASSETS BY 
CATEGORY OF PERFORMANCE 


OSDIC in conjunction with 
the Ministry initiated discus- 
sions with the Ontario Insti- 
tute of Chartered Account- 
ants to obtain future auditor 
reporting with respect to an 
annual filing on sound busi- 
ness practices. 


In conjunction with the 
industry research group on 
Asset/Liability Management, 
the Department additionally 
submitted to the Ministry rec- 
ommendations on new regula- 
tory requirements to monitor 
interest rate risk, based on 
concepts published previously 
in the Sound Business Prac- 
tices guidelines. 
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MANAGEMENT’S 
RESPONSIBILITY 








AUDITORS’ REPORT 





The Ontario Share and Deposit Insurance Corporation’s man- 
agement is responsible for the integrity and fair presentation of the 
financial statements included in the annual report. The financial 
statements have been prepared in accordance with accounting prin- 
ciples generally accepted in Canada. 

The Corporation maintains systems of internal accounting con- 
trols of high quality consistent with reasonable cost. Such systems are 
designed to provide reasonable assurance that the financial information 
is accurate and reliable and that company assets are adequately ac- 
counted for and safeguarded. 

The financial statements have been reviewed by the Audit Com- 
mittee and have been approved by the Board of Directors. In addition, 
the financial statements have been audited by Peat Marwick Thorne, 
whose report is included hereafter. 


To the Board of Directors of 
Ontario Share and Deposit Insurance Corporation 


We have audited the balance sheet of Ontario Share and 
Deposit Insurance Corporation as at December 31, 1990 and the state- 
ments of operations and deficiency of the deposit insurance fund and 
changes in financial position for the year then ended. These financial 
statements are the responsibility of the Corporation's management. 
Our responsibility is to express an opinion on these financial statements 
based on our audit. 

We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and perform 
an audit to obtain reasonable assurance whether the financial state- 
ments are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all 
material respects, the financial position of the Corporation as at De- 
cember 31, 1990 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally 
accepted accounting principles. 


Toronto, Canada 
January 23, 1991 
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BALANCE SHEET 1990 1989 
December 31, 1990, ASSETS 
with comparative figures Cash $ 85 $ 1,554 
for 1989 Premiums receivable and related 
(in thousands of dollars) accrued interest (note 3) DU 3,400 
ee Accounts and interest receivable is 416 
Deposit insurance advances 
recoverable (note 4) 3320 ASLO 
Deposit held in trust - 1,240 


Fixed assets(net of accumulated 
depreciation and amortization 
of $845, (1989 - $628)) 960 1,029 


$ 7,445 $ 14,800 


LIABILITIES 
Bank indebtedness (note 6) $ 44,275 $ 46,008 
Payables and accruals 2,196 2,188 
Bank loan (note 7) 2,062 5,634 
Notes payable (note 8) 22nh 30 22,100 
Deferred premium income 2,392 DLA 
Accrual for known deposit 

insurance losses 24,306 36,110 
Obligation under capital lease(note 5) 171 205 
Total Liabilities 98,152 115,109 


Deficiency of Deposit 
Insurance Fund 90,707 100,309 


$ 7,445 $ 14,800 


Contingencies (notes 2 and 13) 
Lease commitments (note 5) 


See accompanying notes to financial statements. 


On behalf of the Board: 


Director 


g Mh. 


Director 
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1990 1989 
STATEMENT OF 
OPERATIONS AND INCOME 
DEFICIENCY OF THE Premium Income S19'614)-<$ 17,833 
DEPOSIT INSURANCE Other Income 385 76 
FUND 
Year ended December 31, 19,999 17,909 
1990, with comparative figures 
for 1989 EXPENSES 
(in thousands of dollars) Salaries and Benefits 2,790 2,14) 
Operating Expense 1,926 1935 
Interest Expense (Note 6, 7 & 8) 8,842 7,830 
13,558 12,515 
Excess of income over expenses 6,441 5,394 
Recovery of (provision for) 
deposit insurance losses 3,161 (22,819) 
(note 11) 
(Decrease)increase in deficiency 
of the Deposit Insurance Fund (9,602) 17,425 
Deficiency of Deposit Insurance 
Fund, beginning of year 100,309 82,884 
Deficiency of Deposit Insurance 
Fund, end of year $ 90,707 $ 100,309 


See accompanying notes to financial statements. 
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STATEMENT OF 
CHANGES IN 


FINANCIAL POSITION 
Year ended December 31, 1990, 
with comparative figures for 1989 
(in thousands of dollars) 





1990 1989 
Cash received from (applied to): 
Operations: 
Excess of income over expenses S$) 644585 5,394 
Items charged to operations 
not affecting cash 
Loss on disposal Z - 
Depreciation and amortization Ze 210 
6,695 5,604 
Changes in: 
Premiums receivable net of 
deferred premium income eer ee aa 
Accounts and interest receivable (357) 78 
Payables and accruals 8 ie? 
Income taxes recoverable - 367 
ape 303 
7,617 5,907 
Financing and investing activities: 
Bank loan repayment (33572) (33570) 
Purchase of fixed assets (185) (450) 
Obligation under capital lease (34) 205 


(eL8) (3,815) 


Deposit protection activities: 


Deposit insurance net advances (4,802) (6,437) 
Decrease (increase) in deposit 
held in trust 1,240 (139) 


(3,562) (6,576) 


Increase (decrease) in cash position 264 (4,484) 
Cash position, beginning of year (44,454) 9.970) 
Cash position, end of year $ (44,190) $ (44,454) 


Cash position is defined as cash less bank indebtedness. 
See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
Year ended December 31, 1990 





GENERAL 

Ontario Share and Deposit Insurance Corporation is 
established as a corporation without share capital under the 
provisions of the Credit Unions and Caisses Populaires Act 
( Act.) 

The Corporation’s principal functions are to provide 
deposit insurance, to the extent provided by the Act, on share 
capital and deposits of members of credit unions and caisses 
populaires, and to collect, accumulate and publish statistics 
on the credit union and caisse populaire movement. 

The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for 
insurance funding and administrative costs. Such authority is 
exercised in accordance with the terms set out in the 
regulations on premiums. Annually, the Corporation submits 
its premium levy recommendations to the government of 
Ontario for review and incorporation into the regulations 
through appropriate amendments as necessary. 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
Fixed assets, depreciation and amortization: 

Fixed assets are recorded at cost. Depreciation of 

furniture and equipment is provided by the diminishing 
balance method at the rate of 20% per annum. Computer 
and related equipment is depreciated over three to five years 
on a straight line basis. Leasehold improvements are 
amortized on a straight line basis over the term of the lease. 
Premium income: 

Premiums are based on share capital and deposits held by 
member institutions. Premium income is recognized when 
billed. 

Deferred premium income: 

Deferred premium income represents the additional 
premiums which were charged in 1985 and 1986 to credit 
unions which were not members of an approved stabilization 
fund at the time of assessment and interest accrued thereon. 
(note 3) 

Deposit insurance advances and provision for losses: 

Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Allowances 
against such advances are included in the provision for 
deposit insurance losses. Additional losses arising from 
known claims in respect of insured deposits are estimated and 
provided for at the time that (a)member institutions are 
known to have become insolvent (b)the amount of loss is 
quantifiable and (c)the Corporation’s board of directors has 
approved the disbursement of funds. 

Leases: 

Leases are classified as either capital or operating. A lease 
which transfers substantially all the benefits and risks 
incidental to ownership of property is accounted for as if it 


LY 


were an acqusition of an asset and the incurrence of an ob- 
ligation at the inception of the lease. All other leases are 
accounted for as operating leases wherein rental payments 
are charged to earnings as incurred. Assets recorded under 
a capital lease are amortized on a straight line basis over the 
life of the lease. 


2. GOING CONCERN ASSUMPTION: 

These financial statements have been prepared on the 
going concern basis, which assumes that assets will be 
realized and liabilities and obligations will be discharged in 
the normal course. The application of the going concern 
concept is dependent upon the Corporation’s ability to 
obtain sufficient additional financial resources to meet its 
liabilities. The Corporation's borrowings are guaranteed by 
the Province of Ontario. 


3. PREMIUMS RECEIVABLE AND RELATED 
ACCRUED INTEREST: 

Included in premiums receivable and related accrued 
interest is $2,307,000 of unpaid additional premiums 
charged during 1985 and 1986 (and accrued interest 
thereon) to credit unions which were not members of an 
approved stabilization fund at the time of assessment. 
Specifically those credit unions referred to in note 13(a) 
comprise a significant portion of these outstanding 
premiums. These charges are in dispute. 


4. DEPOSIT INSURANCE ADVANCES RECOVERABLE 


1990 1989 
(thousands) 
Gross amounts advanced $ 95,569 $ 90,767 
Less allowances thereon (92,249) (83,606) 
$ 3,320 $ 7,161 


5. LEASE COMMITMENTS: 
The future minimum lease payments under the capital and 
operating lease of the Corporation are as follows: 


Capital Operating 
Lease Lease 
(thousands) 

1991 SaaS $ 247 
1992 58 247 
1993 58 285 
1994 43 337 
1995 - 337 
Subsequent to 1995 871 
Total minimum lease payments $ 217 $ 2,324 


Less:amount representing interest 46 


Obligations under capital lease $171 


CO Ontario Share and Deposit Insurance Corporation 


The capital lease payments are for computer equipment 
used in the information gathering and analysis activity. The 
operating lease for premises is a ten year lease commencing 
August 1,1988, with a five year renewal option. In addition, 
the Corporation is required to pay property taxes and 
common area maintenance costs. 


6. BANK INDEBTEDNESS: 


1990 1989 
(thousands) 
Bank Overdraft $ 1,089 $ - 
Bankers’ Acceptances 43,186 46,008 
$ 44,275 $ 46,008 





7. BANK LOAN: 

The $2,062,000 loan payable to a Canadian chartered bank 
is unsecured and bears interest at a floating rate related to 
the bank’s prime rate. The loan will be repaid in full in 
1991. Principal repayments are the responsibility of the 
Corporation and are guaranteed by the Province of 
Ontario. Interest payments are recoverable from the 
Province of Ontario. 


8. NOTES PAYABLE: 

Promissory notes payable bear interest, compounded 
monthly, at a rate set monthly equal to the higher of the 
average yield on the first three month Ontario Treasury Bill 
auction or average yield on the first three month Canada 
Treasury Bill auction. The notes are due October 30, 1997, 
are callable by the Corporation after five years and are 
guaranteed by the Province of Ontario. Interest expense 
on these notes amounted to $2,949,000. (1989 - 
$2,763,000). 


9. INCOME TAXES: 

The Corporation is subject to income taxes under the 
Income Tax Act. As premium income is not included in 
income for tax purposes, the Corporation incurred a loss 
for income tax purposes. 


10. FORGIVABLE LOAN: 

The balance of the forgivable loan of $2,578,000 to a caisse 
populaire is unsecured and repayable in 1991, without 
interest. Loan repayment is forgivable when the caisse 
populaire comphes with certain conditions established by 
the Corporation; however, the installment may not be 
forgiven if these conditions are not met. The loan was fully 
provided for in 1985. 


11. CHANGE IN PROVISION FOR DEPOSIT 
INSURANCE LOSSES: 

Deposit insurance recoveries exceeded losses for the year 

and are comprised of the following : 


1990 1989 

(thousands) 
Westclair Credit Union Limited Si CUS) Bee 
Seaway Employees (St. Catharines) 
Credit Union Limited (975) - 
Parkhill Community Credit Union Limited (900) = 
Algonquin West Credit Union Limited (S33) (2,197) 
C.P. Windsor Limitée (250) 700 
Soutor Credit Union Limited (236) - 
C.P. Belle Riviere Limitée (200) (1,700) 
Other provisions (9 credit unions;1989-24) (254) (2,685) 
Toronto Board of Education Staff Credit 
Union Limited (TBESCU) 5,709 - 
Motorco Savings and Credit Union Limited 900 . 
Moore Credit Union Limited 500 - 
Orillia Community Credit Union Limited 376 . 
St. Nicholas Parish (Toronto) Credit Union - 3,600 
Other reduction in provisions 
(6 credit unions) 437 - 
Hamilton Wentworth Credit Union Limited - (11,700) 
Keen Community Credit Union Limited - (3,200) 
St. Catharines Community Credit Union Ltd. - (2,865) 
Tri-County (Tillsonburg) Credit Union Ltd. =~ (2,772) 


$ 3,161 $ (22,819) 





In addition to the foregoing, the Corporation may incur further 
losses arising from the credit unions and caisses populaires 
identified in note 13(b). 


12. PENSION PLAN: 

The Corporation has a defined benefit pension plan. The 
estimated value of the pension fund assets at December 31, 
1990 is $1,494,000 (1989 $1,628,000) and the estimated 
actuarial present value of accrued pension benefits is $934,000 
(1989 - $1,012,000). 


13. CONTINGENCIES: 

(a) Certain credit unions have commenced legal actions against 
the Corporation for the return of assessments of $9,400,000 
(plus interest) previously paid to the Corporation which 
amounts were paid by the Corporation as financial assistance. 
It is the view of the Corporation’s management that these 
actions are without merit and the Corporation will defend this 
position. 


(b) In addition to those credit unions and caisses populaires for 
which the Corporation has provided for known deposit 
insurance losses, the audited financial statements of 32 other 
credit unions and caisses populaires report aggregate accumu- 
lated deficits of approximately $11 million as at December 31, 
1990. Of these, 14 credit unions and caisses populaires 
representing $6 million of aggregate deficits are currently 
reporting interim profits while the remaining 18 credit unions 
and caisses populaires representing $5 million of aggregate 
deficits continue to sustain losses. 
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Kenneth R. Oswell, Chairman 

Mr. Oswell retired in 1984 as a 
partner in a major international firm 
of chartered accountants and 
management consultants. He is 
currently a director of several 
companies and not-for-profit organi- 
zations. Throughout his career, he 
has been active in a broad range of 
domestic and international profes- 
sional, business and community ac- 
tivities. 


David W. Pretty, Vice Chairman 
Mr. Pretty was formerly president of 
a major life insurance company and 
has extensive background in the 
insurance and investment fields. He 
is currently president of a financial 
consulting company and is a director 
of several public and community or- 
ganizations. 


Jean-Baptiste Alie 

Mr. Alie is an entrepreneur in 
Hawkesbury, Ontario. He has been 
involved in the credit union and 
caisse populaire movement for many 
years. 


Matthew Gaasenbeek 
Mr. Gaasenbeek is president of a 
natural resource company as well as a 


Audit Committee 

This committee liaises with the 
external auditors of the Corporation 
to ensure that sound business 
practices are applied within the Cor- 
poration. The committee also reviews 
the audited financial statements of 
the Corporation with a view to 
making required recommendations 
to the board. 


James G. McPherson, 
Chairman 
Roland Sewell 


Deposit Insurance Protection 
Committee 

This committee reviews matters 
pertaining to credit unions and 
caisses populaires taken under the 
direction of the Corporation pursu- 





BOARD OF DIRECTORS 





venture capital corporation and is a 
director of several companies. He has 
occupied a number of senior 
positions in investment broker firms. 
He also served as senior advisor to 
the Canadian International Develop- 
ment Agency. 


R. William Lawson 

Mr. Lawson retired as Senior Deputy 
Governor of the Bank of Canada in 
February 1984. He was a member of 
Canadian delegations to many 
international conferences. He was 
named Officer of the Order of 
Canada in June 1984. 


Ronald A. Marion 

Mr. Marion is a lawyer with a major 
legal firm in Welland, Ontario. He is 
a trustee of the Niagara South Board 
of Education and Past President of 
1’ Association francaise des conseils 
scolaires de l'Ontario. He is also 
president of a public small business 
development corporation and 
involved in numerous community 
activities. 


James G. McPherson 

Mr. McPherson is a lawyer with 
Carson, Gross & McPherson of 
Toronto and heads the Business Law 





SUB-COMMITTEES 





ant to section 116 of the Act. The 
committee also acts on behalf of the 
board in situations requiring 
immediate board decisions for credit 
unions and caisses populaires taken 
under direction. 


Matthew Gaasenbeek, 
Chairman 
David W. Pretty 


Human Resources Committee 

This committee assists in an advisory 
capacity in the implementation of 
policies relating to the Corporation’s 
compensation, employee benefits and 
related matters. The committee also 
reviews proposed changes in these 
areas in order to make appropriate 
recommendations to the board. 


Group of that firm. He advises owner 
presidents and senior executives of 
Canadian private companies as well 
as international corporations doing 
business in Ontario and abroad. He 
has acted as a director of various 
financial and community organiza- 
tions. 


Lili-Ann Renaud-Foster 

Ms. Renaud-Foster is president of 
one of Ottawa’s leading management 
consulting firms, specializing in 
human resources. She has extensive 
management consulting experience, 
including the management of the 
human resources practice for a major 
international firm. She has also been 
a Director of Le Cercle Universitaire 
d’ Ottawa. 


Roland Sewell 

Mr. Sewell retired in January 1985 as 
Acting Assistant Deputy Minister, 
Finance & Administration with the 
Ministry of Agriculture. He has been 
involved in the credit union and caisse 
populaire movement for many years. 


Lili-Ann Renaud-Foster, 
Chairman 
Ronald A. Marion 


Investment and Finance Committee 
This committee liaises with manage- 
ment for the purpose of periodically 
reviewing the Corporation’s invest- 
ment and borrowing policies and 
practices in accordance with the 
Credit Unions and Caisses Populaires 
Act, 


R. William Lawson, 
Chairman 
James G. McPherson 


Mr. Kenneth R. Oswell is an ex- 
officio member of all sub-committees 
of the board. 
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PERFORMANCE ANALYSIS 
ADVISORY COMMITTEE 


Function and Responsibilities: 

- All matters related to the analysis of 
credit union/caisse populaire financial 
performance, and the use of OSDIC’s 
credit union/caisse populaire database; 

- Ways and means by which users can be 
trained to optimize the use of the 

system and reports; 

- Data, information and output required 
by users, including the required frequency; 
- Ways and means of capturing data and/ 
or output; 

- Allocation to users of the costs of the 
statistical system; 

- Medium and long range endorsement of 
technological developments on information 
processing. 


Members: 
Brian Fisher, Parry Sound Muskoka Credit 
Union Limited, Region: Bracebridge 


Chantal Fortin, AMCU Credit Union Inc., 
Region: Toronto 


Michel Gingras, La Fédération des caisses 
populaires de |’Ontario Inc.,Region:Ottawa 


Harvey Glower, Ministry of Financial 
Institutions, | Region: Toronto 


Sean G. Jackson, Niagara Credit Union 
Limited, Region: Niagara 


Barry Munro, Hepcoe Credit Union 
Limited, Region: Toronto 


Larry Torontow, The Civil Service 
Co-operative Credit Society Limited, 
Region: Ottawa 


CAPITAL ADEQUACY ADVISORY 
COMMITTEE 


Function and Responsibilities: 

- Review, in accordance with defined 
criteria and evidence, the capital rehabilita- 
tion plans of credit unions and caisses 
populaires unable to meet surplus and 
capital requirements; 

- Recommend to the Director of Credit 
Unions the course of action which should 
be taken on each application; 

- Review and make comments and 
suggestions to OSDIC on capital adequacy 
issues, as required. 


Members: 
Gerald Clement, Windsor Teachers Credit 
Union Limited, Region: Windsor 


Dennis Daub, Waterloo County Board of 
Education Employees’ Credit Union 
Limited, Region: Kitchener 


Ron Dias, Ministry of Financial Institu- 
tions, Region: Toronto 


Carl Dowsett, The Civil Service Co- 
Operative Credit Society Limited, 
Region: Ottawa 





ADVISORY COMMITTEES 





Aurel Rhéault, Caisse populaire de 
Chelmsford Limitée, Region: Sudbury 


John Rider, Toronto Fire Department 
Employees’ Credit Union Limited, 
Region: Toronto 


James Stephenson, Markham-Stouffville 
Community Credit Union Limited, 
Region: Markham/Stouffville 


SOUND BUSINESS PRACTICES 
ADVISORY COMMITTEE 


Function and Responsibilities: 

Review and provide comments and input 
on: 

- Draft standards and guidelines on sound 
business and financial practices; 

- Methods for the effective delivery, 
implementation and enforcement of 
standards and guidelines; 

- Methods by which users can be trained to 
optimize the use of the standards and 
guidelines. 


Members: 
Cees Bijl, DUCA Community Credit 
Union Limited, Region: Toronto 


Jean-Guy Clément, Caisse populaire de 
Hawkesbury Limitée, Region: Ottawa 


William Goertz, Niagara Credit Union 
Limited, Region: Niagara 


John Harper, Ministry of Financial 
Institutions, Region: Toronto 


Marty Komsa, Windsor Family Credit 
Union Limited, Region: Windsor 


Stan Krol, St. Stanislaus-St. Casimir’s 
Polish Parishes Credit Union Limited, 
Region: Toronto 


Jean-Guy Lafléche, La Fédération des 
caisses populaires de |’Ontario Inc., 
Region: Ottawa 


Alan Marentette, Credit Union Central of 
Ontario, Region: Toronto 


Rosemay O’Conner, ASCU Community 
Credit Union Limited, 
Region: Sault Ste-Marie 


DEPOSIT PROTECTION ADVISORY 
COMMITTEE 


Function and Responsibilities: 

Provides advice and counsel to the DPS 
department in the development and 
implementation of overall deficit resolution 
strategies and the determination of 
solutions to be employed in individual 
circumstances. 


Members: 

Réginald Bertrand, Caisse populaire 
Notre-Dame d’Ottawa Limitée, 
Region: Ottawa 


Kathleen Fitzgerald, Starnews Credit 
Union Limited, Region: Toronto 


Ronald Fitzgerald, The Civil Service Co- 
Operative Credit Society Limited, 
Region: Ottawa 


Jean Louiseize,Caisse populaire Sturgeon 
Falls Limitée, Region: Sturgeon Falls 


Alan Marentette, Credit Union Central of 
Ontario, | Region: Toronto 


James D. Nowlan, Avestel Credit Union 
Limited, Region: Hamilton 


Doug Robinson, Dryden District Credit 
Union Limited, Region: Dryden 


Jean-Marc Viau, Caisse populaire Alexan- 
dria Limitée, Region: Alexandria 


Olha Zawerucha-Swyntuch, So-Use 
(Toronto) Credit Union Limited, 
Region: Toronto 


Ron Dias, Ministry of Financial Institu- 
tions (Observer), Region: Toronto 


ADVISORY COMMITTEE MEMBERSHIP 


Representatives from 
individual credit unions 
and caisses populaires 


Ministry of Financial 
Institutions staff 


| Credit Union Central 
of Ontario staff 


| La Fédération des 
caisses populaires de 
l'Ontario Inc. staff 
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e Ontario Share and Deposit Insurance Corporation 
La Société ontarienne dassurance des actions et dépdts 





To the Honourable Brian Charlton, 
Minister of Financial Institutions 
and to our member institutions, 


Ontario’s credit unions and caisses populaires, 


Ontario Share and Deposit Insurance Corporation 
Offices: 
4711 Yonge Street, Suite 700, North York, Ontario 
M2N 6K8 
(416) 730-8690 


Cas PRINTED ON RECYCLED PAPER 


Corporate Mission 


~o contribute to the security and confidence of 
the individual depositors and shareholders of 
credit unions and caisses populaires in Ontario 
by providing legislated universal deposit insurance. 


In order to accomplish our mission, our goal is to 
develop and implement, in conjunction with the credit 
unions and caisses populaires, the leagues, and the 
regulators, comprehensive safeguards and practices to 
minimize insurance claims, thereby providing deposit 
insurance at the least continuing cost. 
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1. Jocelyne Cété-O'Hara 

2. Rosemary O'Connor 

3. Lili-Ann Renaud-Foster, 
Vice Chairman 

4. André Claude 

5. Matthew Gaasenbeek 

6. David W. Pretty, Chairman 

7. R. William Lawson 

8. Mary Jane Dundas 

9. Olha Zawerucha-Swyntuch 

10. Gilles Bisson 
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CHAIRMAN'S REMARKS 





his is my first report to you 

as Chairman of the Ontario 

Share and _ Deposit 
Insurance Corporation’s board of di- 
rectors. 

During this past year, Ontario 
has struggled with its worst reces- 
sion in the past fifty years. At this 
time there are a number of mixed 
signals which suggest any meaning- 
ful recovery will emerge later than 
might have been anticipated just a 
few months ago. 

Unemployment is high and 
can be expected to remain so in the 
foreseeable future as many compa- 
nies have downsized their opera- 
tions, closing plants that are un- 
likely to reopen. Consumer confi- 
dence and business confidence are at 
a low level. 

Given this environment, it is 
vital that credit unions and caisses 
populaires maintain strong controls 
over their operating expenses and 
carefully scrutinize capital acquisi- 
tions. 

The economic climate com- 
bined with the easing of restraint by 
the central bank and the high level of 
liquidity in the financial system have 
resulted in a dramatic decline in 
interest rates in a relatively short 
period of time. Such a decline is 
beneficial to the economy overall 
and, hopefully, a stimulus to recov- 
ery. 

However, any sharp change 
in interest rates can result in serious 
matching problems for credit unions 
and caisses populaires if fixed in- 
come deposits acquired earlier in the 
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year were not offset by assets of an 
appropriate term and yield. 

Credit unions and caisses 
populaires in Ontario have withstood 
the recession reasonably well. The 
system continues to grow with total 


assets as of December 31, 1991 at — 


$11.7 billion. 

This is an increase of 7.4% 
over a year ago. Also, surplus and 
capital has increased, reaching 
$440.7 million, an increase of 9.7% 
over last year. Given the unfavour- 
able economic times within the year, 
this is a commendable achievement. 

As mentioned by my pred- 
ecessor in last year’s report, the as- 
sembling of appropriate surplus and 
capital levels is fundamental to fi- 
nancial stability and the ongoing 
success of credit unions and caisses 
populaires. 


a) 
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While the system as a whole 
is coming through the recession in a 
reasonably healthy condition, there 
has been a disturbing number of 
closed bond credit unions having to 
close their doors on fairly short no- 
tice as a result of their associated 
plant closing. 

Greater details are provided 
in the report from Deposit Protec- 
tion Services Department, whose 
staff have assisted the credit union 
members in the return of their de- 
posits. 

Revisions to federal legisla- 
tion governing financial institutions 
have finally been passed by Parlia- 
ment. As you know, these provide 
broader powers to many financial 
institutions. In turn, this provides for 
greater marketing opportunities for 
credit unions and caisses populaires 
in the future. 

Meeting this marketing and 
competition challenge in a strong 
business-like manner should be a 
major goal for credit union and caisse 
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CHAIRMAN'S REMARKS 





populaire managers and boards at this 
time. 

As far as credit union/caisse 
populaire legislation is concerned, a 
committee of system representatives 
has been meeting during 1991 to 
recommend revisions to the Credit 
Unions and Caisses Populaires Act. 

OSDIC and the Ministry of 
Financial Institutions have also been 
active participants. It is hoped con- 
structive changes will ensue, not the 
least of which is permission for credit 
unions and caisses populaires to gain 
access to other sources of capital. 

You will recall in last year’s 
annual report my predecessor ad- 
vised of the release of an exposure 
draft by the Canadian Institute of 
Chartered Accountants on “Deriva- 
tive Reports on Regulated Financial 
Institutions”. 

This draft set out standards to 
be followed by auditors in reporting 
on sound business practices during 
the course of their audits. OSDIC, 
together with the Ministry of Finan- 
cial Institutions, has been suggest- 
ing to the accounting profession for 
some time that they provide this 
service to the credit union/caisse 
populaire system. 

We are pleased to advise the 
Institute of Chartered Accountants 
of Ontario has now formally em- 
braced the implementation of this 
initiative. This is a major step and 


a) 


we look forward to its adoption in 
the near future. 

As in past years, OSDIC has 
been strengthened by the continuing 
association with its industry related 
advisory committees. I wish to thank 
them for the time they have devoted 
to the meetings and for their valu- 
able contribution. 

I also would like to thank 
those members of OSDIC’s board 
who retired during the year. Their 
guidance and interest in the system 
has been very much appreciated. 

At the same time, it is a pleas- 
ure to welcome the new board mem- 
bers and I am pleased to report the 
credit union and caisse populaire 
system is now represented on 
OSDIC’s board in accordance with 
legislation. 

Finally, I would be remiss if 
I did not also acknowledge manage- 
ment and staff of OSDIC. All con- 
duct the affairs of the Corporation in 
a commendable manner and in the 
best interests of the credit union and 
caisse populaire system. 


On behalf of the Board of Directors, 


juZs 


David W. Pretty 
Chairman 
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PRESIDENT'S REMARKS 





uring the past year, On- 

tario Share and Deposit 

Insurance Corporation 
continued to carry out its responsi- 
bilities in conjunction with the 
leagues and the Ministry of Finan- 
cial Institutions. 

The Ontario economic climate 
is certainly not buoyant at this time. 
Indeed, as the Chairman has com- 
mented, the signals are mixed and it 
may well be later than originally 
expected that the Province will see 
convincing business and employ- 
ment statistics that will provide in- 
creased confidence in the economy. 

Asaresult, credit union/caisse 
populaire management should re- 
main vigilant in ensuring the finan- 
cial health of their respective organi- 
zations remains strong. To this end, 
it is worthwhile echoing our Chair- 
man’s comments that increasing 
surplus and capital is so important in 
attaining this goal. To see the in- 
crease of 9.7% attained in 1991 is 
indeed commendable and will greatly 
assist the ongoing viability of the 
system. 

The increase in operating ex- 
penses, however, of 8.4% and par- 
ticularly salaries at 9% is very dis- 
turbing, in a year of restraint. Net 
interest and other income decreased 
slightly during the year by 0.3%; the 
loss along with the substantial in- 
crease in non interest expenses con- 
tributed to lower margins. Non in- 
terest expenses reached $389.6 mil- 
lion as of December 31, 1991, an 
8.4% increase over a year ago. The 
main reason for the increase is a 


0, 
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substantial 9% increase in salaries 
and benefits. This is well above the 
current inflation rate and is indeed 
contrary to present trends in wage 
increases. As a result of these in- 
creased expenses, net income before 
taxes and dividends decreased from 
$91.5 million as at December 31, 
1990 to $59.8 million as at Decem- 
ber 31, 1991, a reduction of 34.6%. 

OSDIC continues to empha- 
size sound business practices and 
the guidelines recently sent to you 
have already been updated. In addi- 
tion, during the year a video on 
sound business practices was devel- 
oped and distributed to all credit 
unions and caisses populaires. This 
video is targeted particularly to di- 
rectors of credit unions and caisses 
populaires and I urge them to view it 
if they have not already done so. To 
those credit unions and caisses 
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populaires which assisted in its de- 
velopment, I send my thanks. 

The Deposit Protection Serv- 
ices Department resolved the defi- 
cits, amounting to $12.7 million, of 
seven credit unions and caisses 
populaires in 1991. 

In addition, nine others re- 
solved theirs by their own resources, 
without requiring OSDIC’s assist- 
ance. Management and their boards 
of directors are to be congratulated 
for their efforts. 

There were seven other defi- 
cits, amounting to $4.2 million, how- 
ever, which came under our respon- 
sibility in 1991. 

Since the establishment of the 
Deposit Protection Services Depart- 
ment in 1987, we have dealt with 
over 170 troubled credit unions and 
caisses populaires, representing com- 
bined assets of nearly $1.5 billion 
and total deficits of $118 million. 

In order to obtain the appro- 
priate funding to finance all of the 
above activities, the Province of 
Ontario has guaranteed our borrow- 
ings to the extent of $95 million. The 
guarantee expires June 18, 1997 and 
OSDIC’s borrowings must be re- 
paid by that date. This is taken into 
consideration when the annual in- 
surance premium is established. This 
has now remained the same for the 
third successive year at $2.10 per 
$1,000 of shares and deposits. 

We are pleased to report the 
deficiency in the Deposit Insurance 
Reserve Fund has again been re- 
duced to $78.1 million during 1991. 
This reduction of $12.6 million dur- 
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ing the year means the deficiency 
has been reduced by $22.2 million 
over the last two years. 

As you will see from the au- 
dited statements, a substantial por- 
tion of your premiums went to re- 
ducing the deficiency in 1991. The 
balance of the reduction came from 
loan recoveries and bond claims, 
substantially lower borrowing costs 
and closely controlled operating ex- 
penses. In fact, the latter were 3.5% 
less than in 1990. 

Another important function 
of OSDIC is its involvement in the 
capital rehabilitation program. We, 
in conjunction with the Capital Ad- 
equacy Advisory Committee, closely 
monitor the business plans of those 
credit unions/caisses populaires 
which have not reached the required 
level of capital and make appropri- 
ate recommendations to their boards 
and management. Since the intro- 


duction of this program in 1988, 47 
units with assets of $1.2 billion have 
graduated, having reached their re- 
quired surplus and capital levels. 

In conclusion, considering the 
economic climate during the year, 
the credit union/caisse populaire sys- 
tem is healthy, although, as men- 
tioned earlier, there are disturbing 
conditions which will have to be 
addressed. 

I am hopeful that manage- 
ment and directors will review criti- 
cally operating expenses and that 
necessary adjustments will be made 
to correct the trend. 


Le Pern 


George McIntyre 
President 
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FROM LEFT TO RIGHT: C. William D. Foster, Vice President, Deposit Protection Services; 
David J. Hughes, Vice President, Finance and Administration/Treasurer;George McIntyre, OSDIC 
iz President and Badrudeen Baksh, Vice President, Financial Management Practices and Monitoring 








DEPOSIT PROTECTION SERVICES DEPARTMENT 


he Deposit Protection 

Services Department has 

a staff of 14 comprised of 
a Vice President, a senior secretary, 
three field teams and one dissolution 
team. Each team is comprised of two 
managers and a secretary. The de- 
partment’s mandate is to protect in- 
dividual depositors of both deficit 
reporting and dissolving credit un- 
ions or caisses populaires. 

For credit unions or caisses 
populaires in deficit which are not 
under the direct management and 
control of OSDIC, this protection 1s 


provided through close monitoring 
of board policies and management 
performance. 

By working closely with 
boards and management in this man- 
ner we have, in many instances, 
jointly succeeded in returning op- 
erations to a sound financial footing. 
This is the most cost effective of all 
deficit resolution strategies em- 
ployed by OSDIC as it avoids a call 
upon our deposit insurance fund. 

During 1991, nine deficits 
with assets and deficits totalling 
$135.8 million and $3.9 million re- 
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spectively were resolved in this man- 
ner. Section 117 (formerly 116) of 
the Credit Unions and Caisses 
Populaires Act empowers OSDIC to 
assume direct control of any unit in 
financial difficulty. These powers 
are normally used at the request of 
the board of a unit in financial diffi- 
culty which has been unable to re- 
solve its difficulties from its own 
resources. 

Where necessary, the Act also 
empowers OSDIC to assume con- 
trol of a unit in financial difficulty 
without its consent. During 1991, 
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three credit unions with assets of 
$9.6 million and deficits totalling 
$400,000 came voluntarily under 
OSDIC’s control pursuant to Sec- 
tion 117 of the Act. 

When OSDIC exercises Sec- 
tion 117 powers, OSDIC assumes 
the powers of the board and appoints 
its staff as officers. OSDIC engages 
independent consultants to perform 
a due diligence review of the unit’s 
operations. The purpose of this re- 
view is to quantify the extent of the 
problem and make recommendations 
on cost effective corrective actions. 
The credit union continues on a 
“business as usual” basis through- 
out this period. 

Corrective actions employed 
range from resolving the deficits by 
rehabilitation, (achieving improved 
operational efficiencies and profits), 
tominimizing OSDIC’s ultimate loss 
by managing the operation until a 
suitable industry partner can be lo- 
cated. In instances where no partner 
can be located, units are placed into 
an orderly state of closure. 


During 1991 OSDIC man- 
aged seven credit unions with total 
assets and deficits of $154.6 million 
and $8.4 million respectively under 
its Section 117 powers. Of these, 
mergers were effected for two units, 
two were being rehabilitated, two 
continue to be managed pending 
location of a suitable partner and one 
was closed. 

As Ontario manufacturers en- 
dured one of the most difficult eco- 
nomic corrections in decades, many 
businesses either moved out of the 
province or closed. This inevitably 
led to the closure of their associated 
closed bond industrial based credit 
unions. 

During 1991, OSDIC was 
made responsible for 20 credit un- 
ions with total assets of $6.4 million 
as a direct result of these company 
closures. OSDIC also became re- 
sponsible for five credit unions with 
assets of $3.2 million which, as a 
result of declining membership or a 
lack of board or management suc- 
cession, chose to go out of business. 
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Employer related closures 
have proven to be our most difficult 
challenge. Potential merger partners 
disappear once it is known that the 
associated company is closing. 

Unfortunately, the prospects 
for re-eraployment in the near term 
of many of these credit union mem- 
bers are in doubt. For this reason, 
neighbouring credit unions are re- 
luctant to take in borrowing mem- 
bers for fear they will ultimately be 
unable to repay their loans. 

OSDIC’s own experience in 
collecting these loans has tended to 
validate these concerns. High losses 
are being experienced as many of 
these borrowers have had to resort to 
personal bankruptcy. Almost with- 
out exception, the only security ob- 
tained by the credit union for these 
loans was a wage assignment. 

Wage assignments are of lit- 
tle value when dealing with these 
unfortunate unemployed members. 
We estimate our losses in this regard 
will average 20% of loans. 

While a total of 41 troubled 
situations were resolved during the 
year, unfortunately seven new defi- 
cit reporting credit unions with as- 
sets totalling $4.2 million material- 
ized. At the inception of the Deposit 
Protection Services Department in 
1987, there were 90 deficit reporting 
credit unions and caisses populaires 
with total deficits of $84 million. 

To date, we have been in- 
volved with 174 troubled credit un- 
ions and caisses populaires with defi- 
cits totalling $118 million. 
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Of the 174, resolution of 152, 
representing deficits of $88.3 mil- 
lion, has been attained in the follow- 
ing manner: 


152 units-resolved 


Units fully recovered 50 
Business transferred 
to other units 81 
Units dissolved “Aon 
‘Mists 


22 units-pending resolution 
(representing deficits of $29.8 million) 


Units in deficit but 


reporting interim profits 14 
Units under OSDIC’s 
direction (Sect. 117) 2 
Units to be resolved Tee 
22 


Total Units 174 





As we enter 1992, action plans 
are in place for the resolution of 
those remaining deficits which are 
not expected to be resolved from 
retained profits without our direct 
involvement. Overall, we have been 
directly responsible for the manage- 
ment and recovery of nearly $380 
million of credit union assets. 

Of this amount, $136 million 
represents credit unions currently 
under our control pursuant to Sec- 
tion 117 of the Act. Of the balance, 
to date we have recovered $211 mil- 
lion leaving about $30 million still 
to be collected. 

We note that in 1991, recov- 
eries exceeded expectations by $5.6 
million. This better than expected 
performance was primarily due to 


the settlement of several insurance 
claims together with the collection 
of loans which had either been writ- 
ten off or the loss had already been 
provided for by the credit union. 

In most instances, we appoint 
a neighbouring credit union as our 
agent to collect these loans on our 
behalf. These agreements are gener- 
ally for terms of six months to one 
year. During the term of the agree- 
ment, the agent is encouraged to 
refinance as many of the loans as 
they deem desirable. 

The agent remits collection 
proceeds to OSDIC and reports 
monthly. At the conclusion of the 
agreement, all remaining records are 
returned to OSDIC for on-going 
collection and all accounts are rec- 
onciled with the credit union. 

In the event of any shortfall 
between amounts collected or refi- 
nanced by the agent credit union on 
the one hand, and the funds remitted 
to OSDIC on the other, OSDIC re- 
lies upon the terms and conditions 
incorporated into the agreement re- 
quiring the agent credit union to 
refund the amount from its own 
funds. In this way, OSDIC is as- 
sured that all assets are either col- 
lected or accounted for while under 
these agency agreements. 

We are now turning our atten- 
tion towards centralization of man- 
agement and improved monitoring 
of the outstanding dissolutions which 
are still under way. 

We expect this initiative will 
achieve important savings from im- 
proved economies of scale and in- 
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creased loan recoveries. 

During the year, we initiated 
a major legal action against the audi- 
tors of a credit union. We are also 
researching the possibility of other 
similar actions to further reduce our 
losses. 

Fraud convictions were ob- 
tained by the Crown against several 
individuals who were previously 
involved with the management of 
credit unions in deficit. We are hope- 
ful these convictions will serve as a 
deterrent to others who may be 
tempted to resort to similar forms of 
illegal actions. 

Throughout this period, we 
have been guided by the sound coun- 
sel and advice of the industry based 
Deposit Protection Advisory Com- 
mittee together with the many credit 
union representatives in the prov- 
ince who have acted as our agents. 
To each of these individuals, we owe 
a deep debt of gratitude. 
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FINANCIAL MANAGEMENT PRACTICES 
AND MONITORING DEPARTMENT 


he Financial Management 

Practices and Monitoring 

Department works in co- 
operation with the regulator and the 
leagues to reduce the risk of losses in 
Ontario’s credit union and caisse 
populaire system. 

This is accomplished by pro- 
moting the early detection and cor- 
rection of problems in credit unions 
and caisses populaires, and by de- 
veloping and promoting the use of 
sound business practices. 

In consultation with three in- 
dustry advisory committees, the de- 
partment establishes financial per- 
formance standards, develops sound 
business practices as well as evalu- 
ates and reports on the performance 
and condition of all credit unions 
and caisses populaires. 

It also assesses the rehabilita- 
tion plans of those units which can- 
not meet capital and surplus require- 
ments and recommends to the Di- 
rector approval of variations to such 
requirements. 

During 1991, 85 credit un- 
ions and caisses populaires with as- 
sets of approximately $2.1 billion 
were involved in the province’s capi- 
tal rehabilitation program, adminis- 
tered jointly by OSDIC and the Min- 
istry, with the assistance of the Capi- 
tal Adequacy Advisory Committee. 

The rehabilitation plans of 
these credit unions and caisses 
populaires, were reviewed and evalu- 
ated. OSDIC staff closely moni- 


tored their performance, discussed 
areas of weakness with the manage- 
ment and boards of directors of the 
credit unions and caisses populaires, 
and recommended courses of action 
to improve operating results. 

Since the introduction of this 
capital rehabilitation program three 
years ago, 47 units with assets of 
$1.2 billion have graduated from the 
program upon reaching theirrequired 
surplus and capital levels. 

As part of the annual deposit 
insurance renewal process, the au- 
dited financial statements and audi- 
tors’ reports of all credit unions and 
caisses populaires were analyzed. 
Where these reports and other infor- 
mation suggested adverse perform- 
ance trends or other problems, 
OSDIC notified the Ministry and 
requested that the credit unions and 
caisses populaires be examined. 

OSDIC relies on Ministry ex- 
aminations and auditors’ reports to 
carry out its responsibilities for mini- 
mizing insurance losses under the 
Act: 

The process of gathering 
quarterly credit union and caisse 
populaire financial data, and report- 
ing system condition and perform- 
ance, under OSDIC’s legislated man- 
date, continued. 

The Department completed 
the conversion of its database to a 
modern, relational form to enhance 
the depth and accessibility of infor- 
mation on credit union/caisse 
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populaire performance and condi- 
tion. Significant progress was made 
inthe development of OSDIC’s com- 
puter techniques to predict trends in 
credit union/caisse populaire per- 
formance and condition in general, 
and some of the likely effects of the 
recession in particular. 

The Department’s databases 
were used to carry out quarterly re- 
views of individual credit union and 
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caisse populaire performance based 
on new and improved editions of the 
Quarterly Financial Return, devel- 
oped in consultation with the Indus- 
try Advisory Committee on Perform- 
ance Analysis. 

During the year, support fa- 
cilities for system correspondents 
were improved and numerous work- 
shops for system management, di- 
rectors and staff were conducted on 
the interpretation of performance and 
condition statistics. 

These early performance 
problem recognition activities, and 
the remedial action they initiate, are 
important elements in the discharge 
of OSDIC’s mandate. 

The first major update to the 
guidelines “Sound Business Prac- 
tices for Ontario’s Credit Unions 
and Caisses Populaires” was com- 
pleted during the year for release to 
the system by OSDIC and the Advi- 
sory Committee on Sound Business 
Practices. 








COMPOSITION OF THE ONTARIO SYSTEM 


BY UNIT SIZE 
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This update incorporated a 
variety of new business topics into 
the guidelines; as well it provided an 
expansion of existing recommenda- 
tions on a number of issues identi- 
fied by credit unions/caisses 
populaires as needing further clarifi- 
cation. Ongoing revisions to the 
guidelines will continue to be pub- 
lished by OSDIC, to ensure that the 
guidelines are kept current. 

Communication initiatives by 
OSDIC to the system on Sound 
Business Practices continued dur- 
ing the year with special attention 
being focused on improving Board 
awareness of the guidelines. 

In early 1991, OSDIC dis- 
tributed to each credit union/caisse 
populaire Board courtesy copies of a 
director’s orientation kit providing 
summary highlights of the guide- 
lines. 

Later in the year, OSDIC pro- 
vided an information video on direc- 
tor responsibilities and liability enti- 


tled “In the Driver’s Seat”. Every 
credit union and caisse populaire 
received a copy of the video, as 
well as copies of a notebook for 
individual Board members, pro- 
viding explanatory details of the 
most important concepts of the 
video. 

OSDIC was also pleased 
to assist in the introduction of a 
new director education module 
sponsored by Credit Union Cen- 
tral of Ontario entitled “Sound 
Business Practices and the Regu- 
lators”, now an important part of 
the Credit Union Directors’ 
Achievement Program. 

In the spring of 1991, 
OSDIC in conjunction with the 
Ministry initiated a joint project 
to obtain annual statutory report- 
ing by credit unions and caisses 
populaires and their external au- 
ditors on compliance with sound 
business practices. 

A checklist on Sound 
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Business Practices was compiled 
from the various Implementation 
Guides presently accompanying each 
section of the guidelines. 

A randomly selected sample 
of 75 credit unions and caisses 
populaires across the province was 
requested to test pilot this checklist, 
in order to confirm whether the ques- 
tions posed were relevant and could 
be assessed by auditors during the 
normal course of their audits. The 
test pilot results have been encour- 
aging and indicate that the majority 
of questions posed fall within the 
auditor’s scope. 

A high majority of managers 
surveyed found the checklist to ad- 
dress their major operational risks 
and were in favour of auditor asso- 
ciation with the checklist. Since most 
of the checklist questions fell within 
the scope of the normal audit, the 
time spent by auditors to review the 
checklist was not significant. The 


ground work completed on this 
project in 1991 will assist OSDIC 
and the Ministry to work with the 
Institute of Chartered Accountants 
of Ontario in coming months to ulti- 
mately implement auditor associa- 
tion with the checklist on Sound 
Business Practices. This checklist 
will form part of an expanded ver- 
sion of the statutory annual return. 

During 1991, members of the 
department, on behalf of OSDIC, 
actively participated in industry dis- 
cussions on regulatory reform, con- 
ducted by the Legislative Reform 
Committee, a committee which was 
appointed by the Ministry to provide 
system input for amendments to the 
Credit Unions and Caisses Populaires 
Act. 

We have progressed to the 
point that the Province should shortly 
have the amendments necessary to 
enhance the competitive position of 
the system for the future. 
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MANAGEMENT'S RESPONSIBILITY 





he Ontario Share and Deposit Insurance Corporation’s management is responsible for the integrity and fair 
presentation of the financial statements included in the annual report. The financial statements have been 
prepared in accordance with accounting principles generally accepted in Canada. 

The Corporation maintains systems of internal accounting controls of high quality consistent with reasonable 
cost. Such systems are designed to provide reasonable assurance that the financial information is accurate and reliable 
and that company assets are adequately accounted for and safeguarded. 

The financial statements have been reviewed by the Audit Committee and have been approved by the Board 
of Directors. In addition, the financial statements have been examined by Peat Marwick Thorne, the auditors, whose 
report is included hereafter. 


AUDITORS’ REPORT 





To the Board of Directors of 
Ontario Share and Deposit Insurance Corporation 


e have audited the balance sheet of Ontario Share and Deposit Insurance Corporation as at December 31, 

1991 and the statements of operations and deficiency of the deposit insurance fund and changes in 

financial position for the year then ended. These financial statements are the responsibility of the 

Corporation’s management. Our responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those standards require 

that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial position of the 

Corporation as at December 31, 1991 and the results of its operations and the changes in its financial position for 

the year then ended in accordance with generally accepted accounting principles. 


VRE DS 


Chartered Accountants 


Toronto, Canada 
January 21, 1992 
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BALANCE SHEET 





December 31, 1991, with comparative figures for 1990 (in thousands of dollars) 








1991 1990 

ASSETS 
Cash $ 85 $ 85 
Premiums receivable and related 

accrued interest (note 3) 2,485 2,307 
Accounts and interest receivable 496 WIS 
Deposit insurance advances 

recoverable 2,074 3,320 
Fixed assets (net of accumulated 

depreciation and amortization of 

$1,077 (1990 - $845)) 862 960 








LIABILITIES 
Bank indebtedness (note 4) $ 47,653 S$: 444275 
Payables and accruals 619 23196 
Bank term loan - 2,062 
Notes payable (note 5) 22,750 Z2ETSO 
Deferred premium income (note 3) 2,570 2392 
Accrual for deposit 

insurance losses (note 6) 10,361 24,306 
Obligation under capital lease (note 7) 146 al 
Total Liabilities 84,099 98,152 
Deficiency of Deposit Insurance Fund 78,097 90,707 





$ 6,002 $ 67,445 


Contingencies (notes 2 and 10) 
Lease commitments (note 7) 
See accompanying notes to financial statements. 


On behalf of the Board: 


od) ie Vi Director 
Were es Director 
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STATEMENT OF OPERATIONS AND DEFICIENCY OF THE 





DEPOSIT INSURANCE FUND 


Year ended December 31, 1991, with comparative figures for 1990 
(in thousands of dollars) 




















1991 1990 
INCOME 
Premium income | S$” °20,785 $ 19,614 
Other income 74 385 
20,859 195999 
EXPENSES 
Salaries and benefits 2,794 2,790 
Operating expense 1,755 13926 
Interest expense (notes 4 and 5) 5,720 8,842 
10,269 [3558 
Excess of income over expenses 10,590 6,441 
Recovery of provision for deposit 
insurance losses (note 6) 2,020 3.161 
Decrease in deficiency 
of the Deposit Insurance Fund 12,610 9,602 
Deficiency of Deposit Insurance Fund, 
beginning of year 90,707 100,309 
Deficiency of Deposit Insurance Fund, 
end of year See 73,097) 8a OU I07 
See accompanying notes to financial statements. 
fa) i 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 





Year ended December 31, 1991, with comparative figures for 1990 
(in thousands of dollars) 




















1991 1990 
Cash received from (applied to): 
Operations: 
Excess of income over expenses $ 10,590 $ 6,441 
Items charged to operations not 
affecting cash 
Loss on disposal of fixed assets - Z 
Depreciation and amortization 260 Die 
10,850 6,695 
Changes in: 
Premiums receivable, net of 
deferred premium income - sear al 
Accounts and interest receivable meh G5p) 
Payables and accruals (EST?) 8 
(1,300) 922 
9,550 Oley 
Financing and investing activities: 
Bank term loan repayments (2,062) (57/2) 
Purchase of fixed assets (162) (185) 
Decrease in obligation under capital lease (25) (34) 
(2,249) (3,791) 


Deposit protection activities: 
Deposit insurance net advances (10,679) (4,802) 








Decrease in deposit held in trust - 1,240 
(10,679) (3,562) 

Increase(decrease) in cash position (3,378) 264 
Cash position, beginning of year (44,190) (44,454) 
Cash position, end of year $ (47,568) $ (44,190) 


Cash position is defined as cash less bank indebtedness. 
See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 





Year ended December 31, 1991 


GENERAL 

Ontario Share and Deposit Insurance Corporation is established 
as a Corporation without share capital under the provisions of the 
Credit Unions and Caisses Populaires Act (“Act”). 

The Corporation’s principal functions are to provide deposit 
insurance, to the extent provided by the Act, on share capital and 
deposits of members of credit unions and caisses populaires, and 
to collect, accumulate and publish statistics on the credit union and 
caisse populaire movement. 

The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for insurance 
funding and administrative costs. Such authority is exercised in 
accordance with the terms set out in the regulations on premiums. 
Annually, the Corporation submits its premium levy 
recommendations to the government of Ontario for review and 
incorporation into the regulations through appropriate amendments 
as necessary. 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES: 

(a)Fixed assets,depreciation and amortization: 

Fixed assets are recorded at cost. Depreciation of furniture and 
equipment is provided by the diminishing-balance method at the 
rate of 20% per annum. Computer and related equipment is 
depreciated over three to five years on a straight-line basis. 
Leasehold improvements are amortized on a straight-line basis 
over the term of the lease. 

(b)Premium income: 

Premiums are based on share capital and deposits held by member 
institutions. Premium income is recognized when billed. 
(c)Deferred premium income: 

Deferred premium income represents the additional premiums 
which were charged in 1985 and 1986 to credit unions which were 
not members of an approved stabilization fund at the time of 
assessment and interest accrued thereon (note 3). 

(d)Deposit insurance advances and provision for losses: 
The provision for losses includes allowances against deposit 
insurance advances and an accrual for losses for which advances 
have not been made at the balance sheet date. 


Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Deposit insurance 
advances recoverable are presented on the balance sheet net of 
allowances thereon. 


Additional losses arising from known claims in respect of insured 
deposits are estimated and provided for at the time that (a)member 
institutions are known to have become insolvent (b)the amount of 
loss is quantifiable and (c)the Corporation’s board of directors has 
approved the disbursement of funds. Such losses are presented on 
the balance sheet as accrual for deposit insurance losses. 


@) 
© Ontario Share and Deposit Insurance Corporation 


(e)Leases: 

Leases are classified as either capital or operating. A lease which 
transfers substantially all the benefits and risks incidental to 
ownership of property is accounted for as if it were an acquisition 
of an asset and the incurrence of an obligation at the inception of 
the lease. All other leases are accounted for as operating leases 
wherein rental payments are charged to earnings as incurred. 
Assets recorded under a capital lease are amortized on a straight- 
line basis over the life of the lease. 


2. GOING CONCERN ASSUMPTION: 

These financial statements have been prepared on the going 
concern basis, which assumes that assets will be realized and 
liabilities and obligations will be discharged in the normal course. 
The application of the going concern concept is dependent upon 
the Corporation’s ability to obtain sufficient additional financial 
resources to meet its liabilities. The Corporation’s borrowings are 
guaranteed by the Province of Ontario. 


3. PREMIUMS RECEIVABLE AND RELATED 
ACCRUED INTEREST: 

Premiums receivable and related accrued interest consist of 
$2,485,000 of unpaid additional premiums charged during 1985 
and 1986 (and accrued interest thereon) to credit unions which 
were not members of an approved stabilization fund at the time of 
assessment. Specifically those credit unions referred to in note 
10(a) comprise a significant portion of these outstanding premiums. 
These charges are in dispute; accordingly, the premium income 
has been deferred. 


4. BANK INDEBTEDNESS: 











1991 1990 
(thousands) 
Bank overdraft $ 47,653 $ 1,089 
Bankers’ acceptances - 43,186 
$ 47,653 $ 44,275 


5. NOTES PAYABLE: 

Promissory notes payable bear interest,compounded monthly, at 
a rate set monthly equal to the higher of the average yield on the 
first three-month Ontario Treasury Bill auction or average yield 
on the first three-month Canada Treasury Bill auction. The notes 
are due October 30, 1997, are callable by the Corporation after 
October 31, 1992 and are guaranteed by the Province of Ontario. 
Interest expense on notes payable amounted to $2,055,000 (1990 
-$2,949,000). 


6. PROVISION FOR DEPOSIT INSURANCE 
LOSSES:. 
As noted in Note 1(d), when a member institution comes under 
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Ontario Share and Deposit Insurance Corporation's control, an 
estimate of the loss to the Corporation is made based on all 
information available and shown in the financial statements as 
part of the provision for deposit insurance losses. During 1991 
additional provisions of $3,603,000 were required for 36 such 
institutions. However, due to loan recoveries in excess of amounts 
originally expected and receipt of bond claims, the provision for 
losses was reduced by $5,623,000. The following table summarizes 
the change in the provision for deposit insurance losses as follows: 











1991 1990 
thousands 
New provisions during 
the year $ (3,370) $ (3,478) 
Increase in existing provisions (233) (1,283) 
Reduction of provisions due to 
better than expected recoveries 5,623 7,922 
$ 2,020 $ 3,161 


That portion of the provision for losses recorded in the year and in 
previous years which has not yet required payment by the 
Corporation is shown in liabilities on the balance sheet as accrual 
for deposit insurance losses. 


The Corporation may incur further losses arising from the credit 
unions and caisses populaires identified in note 10(b). 


7. LEASE COMMITMENTS: 
The future minimum lease payments under the capital and operating 
leases of the Corporation are as follows: 








Capital Operating 
Lease Lease 
(thousands) 

1992 $7.03) be 247 
1993 63 285 
1994 47 337 
1995 - 23% 
1996 - S37 
Subsequent to 1996 - 3)E15) 
Total minimum lease payments 173 $$ 2,078 
Less amount representing interest pA 
Obligations under capital lease $ 146 


The capital lease payments are for computer equipment used in the 
information gathering and analysis activity. The operating lease 
for premises is a ten-year lease commencing August 1,1988, with 
a five-year renewal option. In addition, the Corporation is required 
to pay property taxes and common area maintenance costs. 


D 
©2 Ontario Share and Deposit Insurance Corporation 


8. INCOME TAXES: 

The Corporation is subject to income taxes under the Income Tax 
Act; however, premium income is not included in income for tax 
purposes. As a result, it is not expected that the Corporation will 
be taxable in the foreseeable future. 


9. PENSION PLAN: 

The Corporation has a defined benefit pension plan. The estimated 
value of the pension fund assets at December 31,1991 is $1,609,000 
(1990 - $1,494,000) and the estimated actuarial present value of 
accrued pension benefits is $1,215,000 (1990 - $934,000). 


10. CONTINGENCIES: 

(a) Certain credit unions have commenced legal actions against 
the Corporation for the return of assessments of $9,400,000 
(exclusive of accrued interest since December Ist, 1985) previously 
paid to the Corporation which amounts were paid by the Corporation 
as financial assistance. It is the view of the Corporation’s 
management that these actions are without merit and the Corporation 
will defend this position. 


(b) In addition to those credit unions and caisses populaires for 
which the Corporation has provided for deposit insurance losses, 
the audited financial statements of 17 other credit unions and 
caisses populaires report aggregate accumulated deficits of 
approximately $6,987,000 as at December 31, 1991. Of these, 14 
credit unions and caisses populaires representing $6,411,000 of 
aggregate deficits are currently reporting interim profits while the 
remaining three credit unions and caisses populaires, representing 
$576,000 of aggregate deficits continue to sustain losses. 
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David W. Pretty, Chairman 

Mr. Pretty was formerly President of a 
major life insurance company and has ex- 
tensive background in the insurance and 
investment fields. He is President of his 
own financial consulting company, Deputy 
Chairman, General Accident Assurance 
Co., and a director of four other public 
companies. Currently, he is President of 
the Greater Toronto Scout Foundation, 
Vice Chairman, North York General Hos- 
pital Foundation, Governor, Royal Life 
Savings Society Canada and on commit- 
tees of four other national and local organi- 
zations. 


Lili-Ann Renaud-Foster, 

Vice Chairman 

Ms. Renaud-Foster is President of one of 
Ottawa’s leading management consulting 
firms, specializing in human resources. 
She has extensive management consulting 
experience, including past Partner with a 
Montreal firm and Practice Director for a 
major international firm. Her directorships 
and memberships include Le Cercle 
Universitaire d’Ottawa, the Canada-Japan 
Society and various professional associa- 
tions. 


Gilles Bisson, C.A. 

Mr. Bisson is a partner with the national 
accounting firm of Collins Barrow in 
Kapuskasing. He is the audit partner in 
charge of a number of caisse populaire and 
credit union audits in Northern Ontario. He 
has been President of the District C.A. 
Association and is presently on the na- 
tional board of Collins Barrow and an 
active member of the Kapuskasing Eco- 
nomic Development Committee. 


André Claude 

Mr. Claude is a partner in the law firm of 
Champagne et Claude. He is bilingual and 
has held the following offices: Treasurer 
of the Board of Directors of the Vanier 
Community Service Centre, Member of 
the Board, ACFO Ottawa-Carleton region 
and Treasurer of the Association des 
étudiants d’expression francaise en Com- 
mon Law. 


Jocelyne Cété-O’Hara 

Ms. C6té-O’Hara is President and Chief 
Executive Officer of Stentor Telecom 
Policy Inc. She is the Past President and 
Chair of the Board of Directors of the Civil 
Service Co-operative Credit Society. Her 
current community involvement includes: 
Trustee of Ottawa General Hospital, Chair- 
person of a federal advisory group on 
international trade and director of the In- 
formation Technology Association of 
Canada. Ms. Cété-O’ Hara also served on 
the Task Force on Barriers to Women in 
the Public Service of Canada. 


Mary Jane Dundas 

Ms. Dundas is currently controller of 
Deloitte & Touche Management Consult- 
ants. She was the President and Director of 
the TransCanada Pipelines Employees’ 
Credit Union Limited and was also Coor- 
dinator of Budgets and Forecasts for 
TransCanada Pipelines. She has been in- 
volved in the following community activi- 
ties: Advisor and Business Consultant, Jun- 
ior Achievement of Metro Toronto and 
director and Finance Committee member 
of the Mercury Youth Services. 
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Matthew Gaasenbeek 

Mr. Gaasenbeek is President of a private 
venture capital company and is a director 
of several companies. He has occupied a 
number of senior positions in investment 
dealer firms. He also served as senior 
advisor to the Canadian International De- 
velopment Agency and has been active in 
a number of environmental organizations. 


R. William Lawson 

Mr. Lawson retired as Senior Deputy Gov- 
ernor of the Bank of Canada in February 
1984. He was a member of Canadian del- 
egations to many international conferences. 
He was named Officer of the Order of 
Canada in June 1984. 


Rosemary O’Connor 

Ms. O’Connor is the General Manager of 
the ASCU Community Credit Union Lim- 
ited in Sault Ste. Marie. She is involved in 
the following community activities: Chair- 
person, Sault Ste. Marie General Hospital 
Board of Directors, lst Vice President, 
Economic Development Corporation, 
member, Sault Ste. Marie Police Services 
Board. 


Olha Zawerucha-Swyntuch 

Ms. Swyntuch is the Chief Executive Of- 
ficer of the So-Use (Toronto) Credit Union 
Limited. She is currently involved in the 
following: Executive member, World 
Council of Ukrainian Credit Unions, Vice 
President of St. Demetrius Orthodox Par- 
ish, director, Keston College Canada, mem- 
ber, Human Rights Commission of World 
Congress of Free Ukrainians. 





Audit Committee 

This committee liaises with the external 
auditors of the Corporation to ensure that 
sound business practices are applied within 
the Corporation. The committee also 
reviews the audited financial statements of 
the Corporation with a view to making 
required recommendations to the Board. 
¢ R. William Lawson, Chairman 

¢ Gilles Bisson 

¢ Mary Jane Dundas 


Deposit Insurance Protection 
Committee 

This committee reviews matters pertaining 
to credit unions and caisses populaires 
taken under the direction of the Corporation 
pursuant to section 117 of the Act. The 
committee also acts on behalf of the board 
in situations requiring immediate board 
decisions for credit unions and caisses 
populaires taken under direction. 

¢ Matthew Gaasenbeek, Chairman 

e André Claude 

¢ Olha Zawerucha-Swyntuch 
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Human Resources Committee 

This committee assists in an advisory 
capacity in the implementation of policies 
relating to the Corporation’s compensation, 
employee benefits and related matters. The 
committee also reviews proposed changes 
in these areas in order to make appropriate 
recommendations to the board. 

e Lili-Ann Renaud-Foster, Chairman 

¢ Jocelyne Cété-O’ Hara 

* Rosemary O’Connor 

Mr. David W. Pretty is an ex-officio 


member of all sub-committees of the board. 
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PERFORMANCE ANALYSIS 
ADVISORY COMMITTEE 
Function and Responsibilities: 

¢ All matters related to the analysis of credit 
union/caisse populaire financial performance, 
and the use of OSDIC’s credit union/caisse 
populaire database; 

+ Ways and means by which users can be 
trained to optimize the use of the system and 
reports; 

¢ Data, information and output required by 
users, including the required frequency; 

¢ Ways and means of capturing data and/or output; 
* Allocation to users of the costs of the statistical 
system; 

* Medium and long range endorsement of 
technological developments on information 
processing. 

Members: 

John Ebsary, Ottawa Carleton Education Credit 
Union Limited, Region: Ottawa 


Brian Fisher, Parry Sound Muskoka Credit 
Union Limited, Region: Bracebridge 


Chantal Fortin, AMCU Credit Union Inc., 
Region:Toronto 


Michel Gingras, La Fédération des caisses 
populaires de l'Ontario Inc., Region: Ottawa. 


Harvey Glower, Ministry of Financial 
Institutions, Region:Toronto 


Sean G. Jackson, Niagara Credit Union Limited, 
Region: Niagara 


Barry Munro, Hepcoe Credit Union Limited, 
Region:Toronto 


Bill Robillard, Credit Union Central of Ontario 
Region:Toronto 


Gary Seveny, The Civil Service Co-operative 
Credit Society Limited, Region: Ottawa 


CAPITAL ADEQUACY 
ADVISORY COMMITTEE 
Function and Responsibilities: 

* Reviews, in accordance with defined criteria 
and evidence, the capital rehabilitation plans 
of credit unions and caisses populaires unable 
to meet surplus and capital requirements; 

* Recommends to the Director of Credit Unions 
the course of action which should be taken on 
each application; 

* Reviews and makes comments and 
suggestions to OSDIC on capital adequacy 
issues, as required. 

Members: 

Leon Butterworh, Peterborough 

Community Credit Union Limited, 

Region: Peterborough 


Dennis Daub, Waterloo County Education 
Credit Union Limited, Region: Kitchener. 


Ron Dias, Ministry of Financial Institutions, 
Region: Toronto 


Carl Dowsett, The Civil Service Co-operative 
Credit Society Limited, 
Region: Ottawa. 


Oksana Prociuk Ciz, Buduchnist Credit Union 
Limited, Region:Toronto 


Aurel Rhéault, Caisse populaire de Chelmsford 
Limitée, Region: Sudbury 


Ed Sarnecki, Auto Workers (Oshawa) Credit 
Union Limited, Region: Oshawa 


SOUND BUSINESS PRACTICES 
ADVISORY COMMITTEE 
Function and Responsibilities: 
Reviews and provides comments and input on: 

¢ Draft standards and guidelines on sound 
business and financial practices; 

¢ Methods for the effective delivery, 
implementation and enforcement of standards 
and guidelines; 

¢ Methods by which users can be trained to 
optimize the use of the standards and 
guidelines. 

Members: 

Cees Bijl, DUCA Community Credit Union 
Limited, Region:Toronto. 


Jean-Guy Clément, Caisse populaire de 
Hawkesbury Limitée, 
Region:Ottawa 


John Harper, Ministry of Financial Institutions, 
Region:Toronto. 


Gary Gillam, Universities and Colleges Credit 
Union (Toronto) Limited, 
Region:Toronto 


Mr. Rick Hoevenaars, St. Willibrord 
Community Credit Union Limited 
Region: London 


Stan Krol, St. Stanislaus-St. Casimir’s Polish 
Parishes Credit Union Limited, 
Region:Toronto. 


Jean-Guy Lafléche, La Fédération des caisses 
populaires de |’Ontario Inc., 
Region:Ottawa. 


Alan Marentette, Credit Union Central of 
Ontario, Region:Toronto. 


John Shaver, Niagara Credit Union Limited, 
Region: Niagara 
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DEPOSIT PROTECTION 
ADVISORY COMMITTEE 
Function and Responsibilities: 
Provides advice and counsel to the DPS 
department in the development and 
implementation of overall deficit resolution 
strategies and the determination of solutions to 
be employed in individual circumstances. 
Members: 

Slawka Andrijiw, Ukrainian Credit Union 
Limited, Region:Toronto 


Reginald Bertrand, Caisse Populaire Notre- 
Dame d’ Ottawa Limitée, Region:Ottawa 


Ronald Fitzgerald, The Civil Service Co- 
operative Credit Society Ltd., 
Region: Ottawa 


Alan Marentette, Credit Union Central of 
Ontario, Region: Toronto 


Tony Niessen, Family Savings & Credit Union 
(Niagara) Limited, Region: St. Catharines 


James D. Nowlan, Avestel Credit Union 
Limited, Region: Hamilton 


Doug Robinson, Dryden District Credit Union 
Limited, Region: Dryden 


Len Strom, Northern Credit Union Limited, 
Region: Sault Ste. Marie 


Jacquie Thorp, WCB Credit Union Limited, 
Region: Toronto 


Jean-Marc Viau, Caisse Populaire Alexandria 
Limitée, Region: Alexandria 


Ron Dias, Ministry of Financial Institutions 
(Observer), Region: Toronto 











ADVISORY COMMITTEE MEMBERSHIP 


IN THE ONTARIO SYSTEM 


[__] LA FEDERATION DES 
CAISSES POPULAIRES DE 
LIONTARIO INC. STAFF 


CREDIT UNION CENTRAL 
OF ONTARIO STAFF 








[25] MINISTRY OF FINANCIAL 
INSTITUTIONS STAFF 


(GR OREPRESENTATIVES FROM 
INDIVIDUAL CREDIT UNIONS 
AND CAISSES POPULAIRES 
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Ontario Share and Deposit Insurance Corporation 
Offices: 
4711 Yonge Street, Suite 700, North York, Ontario 
M2N 6K8 
(416) 730-8690 


&) PRINTED ON RECYCLED PAPER 


CORPORATE MISSION 


To contribute to the security and confidence of the individual 
depositors and shareholders of credit unions and caisses 
populaires in Ontario by providing legislated universal deposit 


insurance. 


In order to accomplish our mission, our goal is to develop and 
implement, in conjunction with the credit unions and caisses 
populaires, the leagues, and the regulators, comprehensive 
safeguards and practices to minimize insurance claims, thereby 
providing deposit insurance at the least continuing cost. 
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Board of Directors of the 
Ontario Share and Deposit Insurance Corporation 


From left to right: (sitting) Jocelyne Cété-O'Hara 
Rosemary O'Connor 
Lili-Ann Renaud-Foster, Vice Chairman 
David W. Pretty, Chairman 
Mary Jane Dundas 
Olha Zawerucha-Swyntuch 
Gilles Bisson 


(standing) André Claude 
Matthew Gaasenbeek 
R. William Lawson 


CHAIRMAN AND PRESIDENT'S REMARKS 


David W. Pretty 
Chairman 


Last year at this time we were all hoping for an 
economic recovery towards the end of 1992. Unfortu- 
nately, at the time of writing, any recovery that may 
have occurred is so anaemic as to be hardly noticeable. 


Unemployment continues at a high level and 
consumer confidence remains low. Manufacturing 
plants are still closing throughout the Province. In fact 
during 1992 alone, there have been 11 plant closings in 
Ontario which had affiliated credit unions. As a result, 
these institutions also had to close. 


This has been a factor in the continuing reduction 
of credit unions and caisses populaires in the Province. 
As at December 31, 1992 there were 563 units in 
Ontario, a reduction of 35 since a year ago. 


There are, however, more positive signs of eco- 
nomic growth in the United States. A number of their 
leading economic indicators have shown positive 
movement for a number of months now, suggesting 


the United States economy is in, at least, a modest 
growth mode. 


The improving market potential in the United 
States combined with a lower Canadian dollar will 





George McIntyre, FCA 
President 


assist export growth in the manufacturing and natural 
resource sectors of the Province. Hopefully this will be 
a stimulus for a more general recovery in 1993. 


However, the extent of this recovery is by no 
means certain and we strongly recommend to all credit 
unions and caisses populaires the importance of con- 
tinuing expense control and ensuring lending stan- 
dards are high. These are not matters to consider on an 
annual or infrequent basis but must be reviewed regu- 
larly throughout the year. 


During the year, asset growth of the Ontario credit 
union/caisse populaire system was significantly less 
than the previous year at 4.4%. In 1991 the increase 
was 7.4%. Total assets as at December 31, 1992 stood 
at $12.2 billion. 


We are pleased to note surplus and capital contin- 
ued to improve and at year end were $481 million, an 
increase of 9.4 % over the preceding year. The need for 
the continuation of this trend cannot be over empha- 
sized. 


Looking to the income statement, net income 
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before taxes was nominally higher in 1992 than the 
previous year at $58.6 million as against $53.1 million 
a year ago. Non-interest expenses increased by 7% 
during the year. Salaries and benefits grew by 6.3 %. 
The balance of the increase was accounted for by 
administration and loan costs. 


As you may know, the final report of the Legisla- 
tive Reform Committee has been handed to the gov- 
ernment. We are led to believe that revisions to the 
Credit Unions and Caisses Populaires Act will be 
tabled in the legislature in the spring of 1993. Addi- 
tionally, we understand the government is streamlin- 
ing legislation regulating other financial institutions in 
the Province. These legislative changes will enable the 
credit unions and caisses populaires to maintain their 
competitiveness within the financial system but at the 
same time will increase the overall competitiveness 
among the various financial intermediaries. This will 
be a challenge for credit union/caisse populaire boards 
and management. The key will be to increase business 
while at the same time to ensure quality is not dimin- 
ished. 


As reported previously, we were unsuccessful in 
contesting the lawsuit brought by a number of unaffili- 
ated credit unions. Our legal counsel and the Attorney 
General’s department feel there are grounds for appeal 
and the appeal was made during the year. We do not 
expect it to be heard until late 1993 or early 1994. 


During the past year OSDIC's borrowing costs 
were substantially below the previous year's by almost 
$2 million, a reduction of over 34%. This, together 
with loan recoveries, greatly assisted us in further 
reducing the deficiency in the Deposit Insurance Re- 
serve Fund by a further $9.4 million. It now stands at 
$68.7 million as of December 31, 1992, a reduction of 
almost $32 million since 1989. 


As in the past, OSDIC continues to appreciate the 
assistance of the Advisory Committees. Again, we 
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wish to thank them for the time and effort the members 
contribute to the deliberations and decisions taken 


during the committees’ meetings. 
RETURN ON ASSETS IN THE 


ONTARIO SYSTEM AFTER ESTIMATED 


Finally, we would like to acknowledge the com- pA alse) ales 
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FROM LEFT TO RIGHT: C. William D. Foster, Vice President, 
Deposit Protection Services; David J. Hughes, Vice President, Finance 
and Administration/Treasurer; George McIntyre, OSDIC President and 
Badrudeen Baksh, Vice President, Financial Management Practices and 


Monitoring 


DEPOSIT PROTECTION SERVICES DEPARTMENT 


The Deposit Protection Services Department 
was established in 1987 with the specific responsi- 
bility for protecting individual depositors by resolv- 
ing deficits within the system. During 1992 the 
Department continued its deficit elimination efforts 
by working together with the leagues, the Ministry, 
local credit union/caisse populaire boards, manage- 
ment and OSDIC's industry Deposit Protection 
Advisory Committee. 


In meeting its deficit resolution objectives, the 
Department performs three major functions: 
under the Control Reporting Program, credit unions 
and caisses populaires which have the potential to 


recover their deficit from internally generated re- 
sources are counselled through to recovery with the 
assistance and guidance of the Department’s staff; 


under the Watch List Program, where credit unions 
and caisses populaires continue to report losses and 
where future operations are not viable, staff of the 
Department arrange a transfer of business to a neigh- 
bouring unit; 


# when a credit union or caisse populaire loses the 
support of its membership, where there is a plant 
closure or other reasons for going out of business, the 
Department assists by facilitating a voluntary wind-up. 
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In all of the strategies employed by the Depart- 
ment in resolving deficits, the priorities are cost- 
effectiveness, minimal inconvenience to the individual 
member and maintaining confidence in the system. 
During 1992, units with deficits totalling $14.7 mil- 
lion with an asset base of $373 million were resolved. 


At the beginning of its mandate in 1987 the 
Department assumed responsibility for the 90 credit 
unions and caisses populaires reporting deficits. In the 
subsequent five year period the Department has be- 
come involved with 92 additional units. The Depart- 
ment assumed responsibility for 14 additional units 
during 1992; four represented new deficits, eight 
were the result of plant closures and the remaining 
two decided to cease operating due to their own 
specific circumstances. The current status of the 182 
units is as follows: 

170 units - resolved 


Now in surplus 58 
Merged 50 
In dissolution 62 

170 


12 units - to be resolved 
(representing deficits of $2.5 million) 


Under OSDIC Direction 

(Section 117) 1 

Control Reporting 4 

Watch List w 
12 

Total Units 182 


In 1992 four major units resolved their deficits in 
different ways: 
@ Hamilton Wentworth Credit Union had experienced 
losses since the early 1980s due primarily to asset 
liability mismatches and unsound lending practices. 
The credit union came under OSDIC’s direction in 
May 1989. Following an in-depth analysis of the 
credit union’s prospects, in February 1991 OSDIC 
determined that rehabilitation was impractical. A wind- 
down and transfer of business to other credit unions in 
the area was considered the best solution to the financial 
difficulties of the credit union. Assets of individual 


branches were offered for sale to neighbouring credit 
unions over a period of time to maximize market value 
and minimize disruption of service to the members. The 
last branch was closed in June. 


@ Carleton Community Credit Union transferred its 
business to a local credit union in February. This 
process was accomplished without the necessity of 
OSDIC Section 117 direction. This transaction was 
the culmination of over nine months of intensive 
meetings with both boards of directors and resulted in 
the unanimous approval for the transaction by each of 
the credit unions’ memberships. The process also 
resulted in the rationalization of staff and other savings 
such that the combined unit is substantially more 
efficient than either of its predecessors. 


@ Motorco Savings and Credit Union Limited was 
released from the direct management control of 
OSDIC under the provisions of Section 118 of the 
Credit Unions and Caisses Populaires Act in June. 
Motorco had been under the control and management 
of OSDIC since May 1987. 
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@ The deficit of Caisse populaire Ste-Anne-Laurier 
d’ Ottawa Inc. was paid by the Stabilization Fund of 
La Fédération des Caisses populaires de |’ Ontario 
Inc. in conjunction with the signing of a co-manage- 
ment agreement with the League. 


The continuing recession has hit Ontario particu- 
larly hard and has resulted in many plant closures. 
These closures are of particular concern for credit 
unions/caisses populaires and, therefore, OSDIC. 


A number of these businesses were the sponsors of 
industrial-based credit unions. OSDIC is routinely 
called upon to assist in these situations, normally in the 
capacity of liquidator pursuant to Section 121 of the 
Credit Unions and Caisses Populaires Act. In these 
situations, merger partners are impossible to obtain 
because of the nature and quality of the closing credit 
union’s asset base. 


The only alternative is for OSDIC to pay deposi- 
tors directly as it is obligated to do under Section 
110(1) of the Act. OSDIC, in its role as liquidator, then 
takes control of the assets which consist primarily of 
the loan portfolio. Almost without exception, the only 
security obtained by the credit union for these loans is 
a wage assignment. 


Largely due to the significant number of voluntary 
wind-ups during the year, mostly due to plant closures, 
the responsibilities and workload of the Dissolutions 
Section of the Department have grown significantly. 


At year end, the dissolutions group was responsi- 
ble for 62 units in liquidation. This involves the 
collection of approximately 1,900 bad and doubtful 
loan accounts representing about $12 million. The 
increase in volume has made it necessary to hire a loan 
administrator to assist in the collection of these loans. 
This new position will be filled in the early months of 
1993, 


The overall staffing of the Department, however, 


was reduced during 1992 due to the departure of two 
managers. As a result of these changes, the Depart- 
ment has been reorganized with the three assistant 
managers now reporting to one manager who has 
assumed responsibility for all field operations. 


The appointment of the new Director of the 
Credit Unions and Cooperatives Services Branch 
has solidified our working relationship with the 
Ministry of Financial Institutions. We appreciate 
the Director’s support and look forward to continu- 
ing a close association with the Director and his 
staff. 


The Deposit Protection Advisory Committee 
met regularly throughout the year to discuss indi- 
vidual resolutions for financially troubled credit 
unions/caisses populaires and the overall strategies 
employed. The advice and counsel of these experi- 
enced, knowledgeable individuals has been a major 
contributing factor in our achievements to date. 
Their contribution is greatly appreciated. 


AVERAGE ANNUAL MEMBERSHIP IN 
THE ONTARIO SYSTEM 
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FINANCIAL MANAGEMENT PRACTICES AND MONITORING 
DEPARTMENT 


The Financial Management Practices and Moni- 
toring Department works in co-operation with the 
regulator and the leagues, to lower the level of risk and 
to minimize future losses in Ontario’s credit union and 
caisse populaire system. To accomplish this, the De- 
partment promotes the early detection and correction 
of problems in credit unions and caisses populaires. 


In consultation with three industry advisory com- 
mittees, the Department establishes financial perfor- 
mance standards, develops sound business practices, 
analyzes information with reference to these standards 
and practices, and evaluates and reports on the per- 
formance and condition of all credit unions and caisses 
populaires. 


In order to minimize OSDIC’s future losses, the 
Department reviews the rehabilitation plans of those 
surplus reporting credit unions and caisses populaires 
which are unable to meet surplus and capital require- 


DISTRIBUTION OF ASSETS 
IN THE ONTARIO SYSTEM BY 
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ments, and assesses the achievability of each unit’s 
plan given its circumstances. 


The Department’s staff discusses areas of opera- 
tional weakness with the management and boards of 
directors of these credit unions and caisses populaires 
and recommends alternative courses of action to im- 
prove operating results. The performance of these 
credit unions and caisses populaires is closely moni- 
tored in comparison to their plans and budgets. 


During 1992, 115 credit unions and caisses 
populaires, with assets of approximately $3.9 billion, 
were involved in the Province’s capital rehabilitation 
program, which is administered jointly by OSDIC 
and the Ministry, with the assistance of the Capital 
Adequacy Advisory Committee. 


In the past year, 42 units entered the capital 
rehabilitation program for the first time, 8 of which had 
recovered from a deficit position; in addition 12 units 
graduated from the program in 1992 and are now in 
compliance with surplus and capital requirements. 
Since the introduction of the capital rehabilitation 
program in 1988, 58 credit unions and caisses 
populaires with assets of about $1.3 billion have 
graduated from the program, upon reaching their 
required surplus and capital levels. 


To discharge its statutory responsibility for ex- 
aminations and the annual renewal of deposit insur- 
ance, the Department’s staff analyzes the audited 
financial statements and auditors’ reports of all credit 
unions and caisses populaires, and renews their de- 
posit insurance, subject to conditions, as considered 
necessary. Where these financial statements and other 
information suggest adverse performance trends or 
other problems, OSDIC notifies the Ministry and 
requests that such credit unions and caisses populaires 
be examined. 
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The Department continues to gather and dissemi- 
nate on a quarterly basis information on the financial 














condition and performance of its member credit unions NET INTEREST INCOME* 
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OSDIC’s standard report products, and to widen the 
availability of performance information to users by 
developing new ways of accessing it. 


The Department’s databases continue to be used to 
conduct reviews of individual unit performance. Im- 
mediately upon their arrival, the quarterly reports of 
credit unions and caisses populaires are evaluated 
using carefully selected criteria. Depending on the 
outcome, the Department can choose from a variety of 


alternative methods for initiating corrective action, or . 
NON-INTEREST EXPENSES 
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Act, and new recommendations on lending, improved 
profitability analysis and Board/Committee gover- 
nance. Ongoing revisions to the guidelines will con- 
tinue to be published by OSDIC, to ensure that they 
incorporate relevant legislative developments and new 
business ideas. 


During 1992, in association with the Sound Busi- 
ness Practices Advisory Committee, OSDIC devel- 
oped a new management tool to assist credit unions 
and caisses populaires in making and documenting 
their key operating decisions. The document, entitled 
“Key Management Reporting Practices”, was re- 
leased to each credit union and caisse populaire. It 
consists of a variety of sample reports and schedules 
for corporate reporting and is based on recommenda- 
tions in the guidelines. 


OSDIC introduced a new quarterly publication 
entitled the ‘““Sound Business Practices Bulletin’. The 
Bulletin is a publication which presents responses to 
Board and management inquiries received by OSDIC 
on issues regarding sound business practices. System 
management has provided support for the Bulletin, 
particularly by posting it in their offices to increase 
staff awareness of sound business practices. 


OSDIC was pleased to see two projects completed 
over the past several months, in which it provided 
considerable input and which affect the entire industry. 


Firstly, a new Ministry Directive on Interest Rate 
Risk was released effective December 31, 1992. The 
new directive shifts management’s focus from the 
simple monitoring of balance sheet maturities in vari- 
ous time intervals to a calculation of interest rate risk 
as measured by changes in earnings and the credit 
union and caisse populaire’s surplus position. The new 
directive reflects practices already adopted by many 
credit unions and caisses populaires in Ontario and 
recommendations published earlier in the Sound Busi- 
ness Practices guidelines. 


SALARIES AND BENEFITS 
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Secondly, commencing with fiscal years ended 
September 30, 1992, the Ministry’s new Annual Infor- 
mation Return now includes a Checklist on Sound 
Business Practices. This document, which was devel- 
oped from the various Implementation Guides accom- 
panying each section of the guidelines, was endorsed 
by the Institute of Chartered Accountants of Ontario 
for purposes of derivative reporting by the external 
auditors. 


The checklist, which must be completed annually 
by management and approved by the Board of each 
unit, will be reviewed by the external auditor who 
must file a Derivative Report, noting any qualific- 
ations to the credit union and caisse populaire’s re- 
sponses which come to his or her attention during the 
audit. 


During 1992, OSDIC staff made several presenta- 


tions at local managers’ association and chapter meet- 
ings regarding the new reporting responsibilities on 
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sound business practices for credit unions and caisses 
populaires, and their external auditors. 


Over the past 12 months, members of the Depart- 
ment actively contributed to industry discussions on 
regulatory reform, through their participation on the 
Legislative Reform Committee, a Ministry-appointed 
committee seeking system input on amendments to the 
Credit Unions and Caisses Populaires Act. OSDIC’s 
management and Board were in substantial agreement 
with the legislative changes recommended by the 
Committee to the government. 


OSDIC particularly welcomes the proposed 
“Tripwire System”, a new regulatory framework 
which will require progressively stronger remedial 
action to be taken in response to various situations of 
increasing risk. These recommendations provide for 
restrictions on the discretion to forbear the use of 
enforcement powers. 


Proposed new legislation for alternative forms of 
capital and the system’s conversion to surplus and 
capital requirements based on a risk weighting of 
assets 1s also endorsed by OSDIC. At the end of 1992, 
Department staff were involved in the deliberations of 
a Ministry appointed Capital Adequacy Task Force, 
examining various implementation issues and the 
timetable for a risk-weighted surplus and capital re- 
gime. 
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MANAGEMENT'S RESPONSIBILITY 





The Ontario Share and Deposit Insurance Cor- 
poration’s management is responsible for the integ- 
rity and fair presentation of the financial statements 
included in the annual report. The financial state- 
ments have been prepared in accordance with ac- 
counting principles generally accepted in Canada. 


The Corporation maintains systems of internal 
accounting controls of high quality consistent with 
reasonable cost. Such systems are designed to pro- 


vide reasonable assurance that the financial infor- 
mation is accurate and reliable and that company 
assets are adequately accounted for and safeguarded. 


The financial statements have been reviewed by 
the Audit Committee and have been approved by the 
Board of Directors. In addition, the financial state- 
ments have been examined by Peat Marwick Thorne, 
the auditors, whose report is included hereafter. 


AUDITORS' REPORT 





To the Board of Directors of 
Ontario Share and Deposit Insurance Corporation 


We have audited the balance sheet of Ontario 
Share and Deposit Insurance Corporation as at Decem- 
ber 31, 1992 and the statements of operations and 
deficiency of the deposit insurance fund and changes 
in financial position for the year then ended. These 
financial statements are the responsibility of the Cor- 
poration’s management. Our responsibility is to ex- 
press an opinion on these financial statements based on 
our audit. 


We conducted our audit in accordance with gener- 
ally accepted auditing standards. Those standards re- 
quire that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting prin- 
ciples used and significant estimates made by manage- 


ment, as well as evaluating the overall financial state- 
ment presentation. 


In our opinion, these financial statements present 
fairly, in all material respects, the financial position of 
the Corporation as at December 31, 1992 and the 
results of its operations and the changes in its financial 
position for the year then ended in accordance with 
generally accepted accounting principles. 


PE SOS Bae Foe 
Chartered Accountants 


Toronto, Canada 
January 15, 1993 
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BALANCE SHEET 





December 31, 1992, with comparative figures for 1991 (in thousands of dollars) 


1992 199] 
ASSETS 
Cash $ 87 $ 85 
Premiums receivable and related 
accrued interest (note 3) 2,661 2,485 
Accounts and interest receivable 304 496 
Deposit insurance advances 
recoverable 894 2,074 
Furniture, equipment and leasehold improvements 
(net of accumulated depreciation 
of $1,298 (1991 - $1,077)) 699 862 
$ 4,645 $ 6,002 
LIABILITIES 
Bank indebtedness (note 4) $ 28,616 $ 47,653 
Payables and accruals 658 619 
Bank term loan (note 5) 10,000 - 
Notes payable (note 6) 22,750 22,750 
Deferred premium income (note 3) 2,746 2,00) 
Accrual for deposit 
insurance losses (note 7) 8,509 10,361 
Obligation under capital lease (note 8) 99 146 
Total Liabilities 73,378 84,099 
Deficiency of Deposit Insurance Fund 68,733 78,097 
$ 4,645 $ 6,002 
Contingencies (notes 2 and 11) 
Lease commitments (note 8) 
See accompanying notes to financial statements. 
On behalf of the Board: 
Sa ee ener send ee ee ne Director 
Tak ee 
2—> 
Director 
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STATEMENT OF OPERATIONS AND DEFICIENCY OF THE 





DEPOSIT INSURANCE FUND 
Year ended December 31, 1992, with comparative figures for 1991 (in thousands of dollars) 


ee 9D 1991 
INCOME 
Premium income $ 22,458 $ 20,785 
Other income 50 74 
22,508 20,859 
EXPENSES 
Salaries and benefits 2,988 2,794 
Operating expense 1,789 iy) 
Interest expense 3,789 720 
8,566 10,269 
Excess of income over expenses 13,942 10,590 
Provision for (recovery of) deposit 
insurance losses (note 7) 4,578 (2,020) 
Decrease in deficiency of the 
Deposit Insurance Fund 9,364 12,610 
Deficiency of Deposit Insurance Fund, 
beginning of year 78,097 90,707 
Deficiency of Deposit Insurance Fund, 
end of year $ 68,733 $ 78,097 


See accompanying notes to financial statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 





Year ended December 31,1992 with comparative figures for 1991 (in thousands of dollars) 




































































1992 1991 
Cash received from (applied to): 
Operations: 
Excess of income over expenses $ 13,942 $ 10,590 
Items charged to operations not 
affecting cash 
Depreciation and amortization 259 260 
14,201 10,850 
Changes in: 
Accounts and interest receivable 192 2h 
Payables and accruals 39 Cheah) 
231 (1,300) 
14,432 oO a0) 
Financing and investing activities: 
Bank term loan 10,000 - 
Bank term loan repayments - (2,062) 
Purchase of furniture and equipment (96) (162) 
Decrease in obligation under capital lease (47) (25) 
9,857 (2,249) 
Deposit protection activities: 
Deposit insurance net advances (5,250) (10,679) 
(5,250) (10,679) 
Increase (decrease) in cash position 19,039 (3,378) 
Cash position, beginning of year (47,568) (44,190) 
Cash position, end of year $ (28,529) $ (47,568) 


Cash position is defined as cash less bank indebtedness. 
See accompanying notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 





Year ended December 31, 1992 


GENERAL 

Ontario Share and Deposit Insurance Corporation is estab- 
lished as a Corporation without share capital under the provi- 
sions of the Credit Unions and Caisses Populaires Act (“Act”). 

The Corporation’s principal functions are to provide deposit 
insurance, to the extent provided by the Act, on share capital 
and deposits of members of credit unions and caisses populaires, 
and to collect, accumulate and publish statistics on the credit 
union and caisse populaire movement. 

The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for insur- 
ance funding and administrative costs. The Corporation estab- 
lishes its premium levy annually. The established premium 
levy is submitted to the government of Ontario for review and 
incorporation into the regulations through appropriate amend- 
ments as necessary. 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES: 

(a) Furniture, equipment and leasehold improvements: 
These are recorded at cost. Depreciation of furniture and 
equipment is provided by the diminishing-balance method at 
the rate of 20% per annum. Computer and related equipment 
is depreciated over three to five years on a straight-line basis. 
Leasehold improvements are amortized on a straight-line basis 
over the term of the lease. 

(b) Premium income: 

Premiums are based on share capital and deposits held by 
member institutions. Premium income is recognized when 
billed. 

(c) Deferred premium income: 

Deferred premium income represents the additional premiums 
which were charged in 1985 and 1986 to credit unions which 
were not members of an approved stabilization fund at the 
time of assessment and interest accrued thereon (note 3). 
(d) Deposit insurance advances and provision for losses: 
The provision for losses includes allowances against deposit 
insurance advances and an accrual for losses for which ad- 
vances have not been made at the balance sheet date. 


Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Deposit 
insurance advances recoverable are presented on the balance 
sheet net of allowances thereon. 


Additional losses arising from known claims in respect of 
insured deposits are estimated and provided for at the time that 
(a) member institutions are known to have become insolvent 
(b) the amount of loss is quantifiable and (c) the Corporation’s 
board of directors has approved the disbursement of funds. 
Such losses are presented on the balance sheet as accrual for 
deposit insurance losses. 

(e) Leases: 

Leases are classified as either capital or operating. A lease 
which transfers substantially all the benefits and risks inciden- 
tal to ownership of property is accounted for as if it were an 
acquisition of an asset and the incurrence of an obligation at 
the inception of the lease. All other leases are accounted for as 


operating leases wherein rental payments are charged to 
earnings as incurred. Assets recorded under a capital lease are 
amortized on a straight-line basis over the life of the lease. 


2. GOING CONCERN ASSUMPTION: 

These financial statements have been prepared on the going 
concern basis, which assumes that assets will be realized and 
liabilities and obligations will be discharged in the normal 
course of business. The application of the going concern 
concept is dependent upon the Corporation’s ability to obtain 
sufficient additional financial resources to meet its liabilities. 
The Corporation’s borrowings are guaranteed by the Province 
of Ontario. 


3. PREMIUMS RECEIVABLE AND RELATED 
ACCRUED INTEREST: 

Premiums receivable and related accrued interest consist of 
$2,661,000 of unpaid additional premiums charged during 
1985 and 1986 (and accrued interest thereon) to credit unions 
which were not members of a government approved 
stabilization fund at the time of assessment. The premium 
income relating to these charges has been deferred pending the 
outcome of the appeal referred to in Note 11(a). 


4. BANK INDEBTEDNESS: 








1992 199] 
(thousands) 
Bankers’ acceptances $ 28,385 $ . 
Bank overdraft 231 47,653 
47,653 


$ 28,616 $ 


5. BANK TERM LOAN: 

The $10,000,000 loan payable to a Canadian chartered bank is 
unsecured and bears interest at 5.945%. The principal is due 
January 1994. The loan is guaranteed by the Province of Ontario. 
Interest expense on the term loan amounted to $277,000. (1991 - 
nil). 


6. NOTES PAYABLE: 

Promissory notes payable bear interest, compounded monthly, 
at a rate set monthly equal to the higher of the average yield on 
the first three-month Ontario Treasury Bill auction or average 
yield on the first three-month Canada Treasury Bill auction. 
The notes are due October 30, 1997, are callable by the 
Corporation after October 31, 1992 and are guaranteed by the 
Province of Ontario. Interest expense on notes payable 
amounted to $1,501,000. (1991 - $2,055,000). 


7. PROVISION FOR DEPOSIT INSURANCE LOSSES 
As noted in Note 1(d), when a member institution comes under 
the Corporation’s control, an estimate of the loss to the 
Corporation is made based on all information available and 
shown in the financial statements as part of the provision for 
deposit insurance losses. 
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NOTES TO FINANCIAL STATEMENTS 





During 1992 additional provisions of $5,915,000 were re- 
quired for 24 such institutions. However, due to loan recover- 
ies in excess of amounts originally expected, the provision for 
losses was reduced by $1,337,000. The following table sum- 
marizes the change in the provision for deposit insurance 
losses as follows: 








1992 1991 
(thousands) 
New provisions during the year $ 3,314 aod 
Increase in existing provisions 2,601 23 
Reduction of provisions due to 
better than expected recoveries (1,337) (5,623) 
$ 4,578 $ (2,020) 


That portion of the provision for losses recorded in the year and 
in previous years which has not yet required payment by the 
Corporation is shown in liabilities on the balance sheet as 
accrual for deposit insurance losses. 


The Corporation may incur further losses arising from the 
credit unions and caisses populaires identified in note 11(b). 


8. LEASE COMMITMENTS: 
The future minimum lease payments under the capital and 


operating leases of the Corporation are as follows: 








Capital Operating 
Lease Lease 
(thousands) 

1993 $ 63 ASS) 
1994 47 337 
1995 - ae ih 
1996 - 537 
1997 - 337 
Subsequent to 1997 - 197 
Total minimum lease payments 110 $ 1,830 


Less amount representing 
interest 11 


Obligation under 
capital lease $ 99 


The capital lease payments are for computer equipment used 
in the information gathering and analysis activity. The operat- 
ing lease for premises is a ten-year lease commencing August 
1, 1988, with a five-year renewal option. In addition, the 
Corporation is required to pay property taxes and common area 
maintenance costs. 


9. INCOME TAXES: 
The Corporation is subject to income taxes under the Income 
Tax Act. It has losses for income tax purposes of $49,457,000. 
They expire as follows: 





Originating Expiring Amount in thousands 
Taxation Year Taxation Year of dollars 
1987 1994 Ss 6185 
1988 1995 5,967 
1989 1996 12258 
1990 1997 12,911 
199] 1998 9,919 
1992 1999 8,242 
$ 49,457 


Potential tax benefits resulting from these business losses 
have not been recognized in the financial statements. 


10. PENSION PLAN: 

The Corporation has a defined benefit pension plan. The 
estimated value of the pension fund assets at December 31, 
1992 is $1,606,000 (1991 - $1,609,000) and the estimated 
actuarial present value of accrued pension benefits is $1,205,000 
(1991 - $1,215,000). 


11. CONTINGENCIES: 

(a) During the year, an Ontario court ruled that the Corporation 
must return assessments of $9,400,000 plus accrued interest 
from August 3,1983 (to be fixed). These amounts previously 
paid to the Corporation were used to provide financial assis- 
tance. The Corporation has filed an appeal based on errors in 
law and fact contained in the court ruling. It is the view of the 
Corporation’s management and legal counsel that the appeal 
will be successful. Accordingly, provision has not been made 
in these financial statements for the amount of the judgement 
or related interest. The financial statements will be adjusted 
retroactively if the appeal is unsuccessful. 


(b) In addition to those credit unions and caisses populaires for 
which the Corporation has provided for deposit insurance 
losses, the audited financial statements of 11 other credit 
unions and caisses populaires report aggregate accumulated 
deficits of approximately $2,500,000 as at December 31, 
1992. Of these, nine credit unions and caisses populaires 
representing $739,000 of aggregate deficits are currently 
reporting interim profits while the remaining two credit unions, 
representing $1,761,000 of aggregate deficits continue to sustain 
losses. 
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BOARD OF DIRECTORS 





@ David W. Pretty, Chairman 


Mr. Pretty was formerly President of a major life insurance 
company and has extensive background in the insurance and 
investment fields. He is President of his own financial 
consulting company, Deputy Chairman, General Accident 
Assurance Co., and a director of four other public companies. 
Currently, he is President of the Greater Toronto Scout Foun- 
dation, Vice Chairman, North York General Hospital Founda- 
tion, Governor, Royal Life Savings Society Canada and on 
committees of four other national and local organizations. 


@ Lili-Ann Renaud-Foster, Vice Chairman 

Ms. Renaud-Foster is President of one of Ottawa’s leading 
management consulting firms, specializing in human resources. 
She has extensive management consulting experience, includ- 
ing past Partner with a Montreal firm and Practice director for 
a major international firm. Her directorships and member- 


ships include Le Cercle Universitaire d’ Ottawa, the Canadian- 
Japan Society and various professional associations. 


@ Gilles Bisson, C.A. 

Mr. Bisson is a Partner with the national accounting firm of 
Collins Barrow. As the managing partner of the Kapuskasing 
office, he is involved in a number of caisse populaire and credit 
union audits in Northern Ontario and is presently on the 
national board of Collins Barrow. 


@ André Claude 

Mr. Claude is a sole practitioner working in commercial and 
real estate law as well as civil litigation. He is bilingual and 
has held the following offices: Treasurer of the Board of 
Directors of the Vanier Community Service Centre, Member of 
the Board, ACFO Ottawa-Carleton region. 


 Jocelyne Céoté-O’ Hara 

Ms. Cété-O’ Hara is President and Chief Executive Officer of 
Stentor Telecom Policy Inc. She is the Past President and Chair 
of the Board of Directors of the Civil Service Co-operative 
Credit Society. Her current community involvement includes: 
Trustee of Ottawa General Hospital, Chairperson of a federal 
advisory group on international trade, Director of the Informa- 
tion Technology Association of Canada and a Director of the 


Communications Research Centre of Canada. Ms. C6té-O’ Hara 
also served on the Task Force on Barriers to Women in the 
Public Service of Canada. 


@ Mary Jane Dundas 

Ms. Dundas is currently Director of Financial Planning for 
Prentice Hall Canada Inc. She was the President and Director 
of the TransCanada PipeLines Employees’ Credit Union Lim- 
ited and was also Coordinator of Budgets and Forecasts for 
TransCanada PipeLines. She has been involved in the follow- 
ing community activities: Advisor and Business Consultant, 
Junior Achievement of Metro Toronto and Director and Fi- 
nance Committee member of the Mercury Youth Services. 


@ Matthew Gaasenbeek 

Mr. Gaasenbeek is President of a private venture capital 
company and is a director of several companies. He has 
occupied a number of senior positions in investment dealer 
firms. He also served as senior advisor to the Canadian 
International Development Agency and has been active in a 
number of environmental organizations. 


@ R. William Lawson 
Mr. Lawson retired as Senior Deputy Governor of the Bank of 
Canada in February 1984. He was a member of Canadian 


delegations to many international conferences. He was named 
Officer of the Order of Canada in June 1984. 


@ Rosemary O’Connor 

Ms. O’Connor is the General Manager of the ASCU Commu- 
nity Credit Union Limited in Sault Ste. Marie. She is involved 
in the following community activities: Chairperson, Sault Ste. 
Marie General Hospital Board of Directors, Vice Chair, Sault 
Ste. Marie Police Services Board. 


@ Olha Zawerucha-Swyntuch 

Ms. Swyntuch is the Chief Executive Officer of the So-Use 
(Toronto) Credit Union Limited. She is currently involved in 
the following: Executive member, World Council of Ukrain- 
ian Credit Unions, Vice-President of St. Demetrius Orthodox 
Parish, Director, Keston College Canada, Member, Human 
Rights Commission of World Congress of Free Ukrainians. 


SUB-COMMITTEES 





Audit Committee 


This committee liaises with the external Committee 


Deposit Insurance Protection 


Human Resources Committee 
This committee assists in an advisory 


auditors of the Corporation to ensure that 
sound business practices are applied 
within the Corporation. The committee 
also reviews the audited financial 
statements of the Corporation with a view 
to making required recommendations to 
the Board. 

¢ R. William Lawson, Chairman 

¢ Gilles Bisson 


¢ Mary Jane Dundas 
¢ David W. Pretty, ex-officio 


This committee reviews matters 
pertaining to credit unions and caisses 
populaires taken under the direction of 
the Corporation pursuant to Section 117 
of the Act. The committee also acts on 
behalf of the board in situations requiring 
immediate Board decisions for credit 
unions and caisses populaires taken under 
direction. 

@ Matthew Gaasenbeek, Chairman 
André Claude 

¢@ Olha Zawerucha-Swyntuch 


¢ David W. Pretty, ex-officio 
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capacity in the implementation of poli- 
cies relating to the Corporation’s com- 
pensation, employee benefits and related 
matters. The committee also reviews pro- 
posed changes in these areas in order to 
make appropriate recommendations to 
the Board. 

¢ Lili-Ann Renaud-Foster, Chairman 

¢ Jocelyne Cété-O’ Hara 

¢ Rosemary O’Connor 


@ David W. Pretty, ex-officio 


PND ANO) WACO WAV IEMES SS 





PERFORMANCE ANALYSIS ADVISORY COMMITTEE 
Function and Responsibilities: 

‘All matters related to the analysis of credit union/caisse populaire financial 
performance, and the use of OSDIC’s credit union/caisse populaire data 
base; 

¢Ways and means by which users can be trained to optimize the use of the 
system and reports; 

¢Data, information and output required by users, including the required 
frequency; 

¢Ways and means of capturing data and/or output; 

¢Allocation to users of the costs of the statistical system; 

¢Medium and long range endorsement of technological developments 

on information processing. 

Members: 


John Ebsary, Ottawa Carleton Education Credit Union Limited, 
Region:Ottawa 


Brian Fisher, Parry Sound Muskoka Credit Union Limited, 
Region:Bracebridge 


Chantal Fortin, AMCU Credit Union Inc., Region:Toronto 


Michel Gingras, La Fédération des caisses populaires de |’Ontario Inc., 
Region:Ottawa 


Harvey Glower, Ministry of Financial Institutions, Region:Toronto 
Sean G. Jackson, Niagara Credit Union Limited, Region:Niagara 
Barry Munro, Hepcoe Credit Union Limited, Region:Toronto 
William Robillard, Credit Union Central of Ontario, Region:Toronto 


Gary Seveny, The Civil Service Co-operative Credit Society Limited, 
Region:Ottawa 


CAPITAL ADEQUACY ADVISORY COMMITTEE 

Function and Responsibilities: 

Review, in accordance with defined criteria and evidence, the capital 
rehabilitation pians of credit unions and caisses populaires unable to meet 
surplus and capital requirements; 

Recommend to the Director of Credit Unions the course of action which 
should be taken on each application; 

¢Review and make comments and suggestions to OSDIC on capital 
adequacy issues, as required. 

Members: 


Leon Butterworth, Peterborough Community Credit Union Limited, 
Region:Peterborough 


Carl Dowsett, The Civil Service Co-operative Credit Society Limited, 
Region:Ottawa 


Garth Main, Great Lakes Community Credit Union Limited, 
Region:Thunder Bay 


Oksana Prociuk Ciz, Buduchnist Credit Union Limited, Region:Toronto 
Aurel Rhéault, Caisse populaire de Chelmsford Limitée, Region:Sudbury 
Nardeo Sham, Ministry of Financial Institutions, Region:Toronto 
Robert Verrault, Caisse populaire de Hearst Limitée, Region:Hearst 


Doug A. Weber, 
Region:Toronto 


Metro Toronto Police Credit Union Limited, 


SOUND BUSINESS PRACTICES ADVISORY COMMITTEE 
Function and Responsibilities: 

Review and provide comments and input on: 

Draft standards and guidelines on sound business and financial practices; 
Methods for the effective delivery, implementation and enforcement of 


standards and guidelines; 

Methods by which users can be trained to optimize the use of the standards 
and guidelines. 

Members: 

Cees Bijl, DUCA Community Credit Union Limited, Region:Toronto 


Raymond Boucher, Caisse populaire de Kapuskasing Limitée 
Region: Kapuskasing 


Daniel Brault, La Fédération des caisses populaires de |’ Ontario 
Region:Ottawa 


Jean-Guy Clément, Caisse populaire de Hawkesbury Limitée, 
Region:Ottawa 


Gary Gillam, Universities and Colleges Credit Union (Toronto) Limited, 
Region:Toronto 


John Harper, Ministry of Financial Institutions, Region:Toronto 
Rick Hoevenaars, St. Willibrord Community Credit Union, Region:London 


Stan Krol, St. Stanislaus-St. Casimir’s Polish Parishes Credit Union 
Limited, Region:Toronto. 


Jenny Ozembloski, Oshawa Group Employees’ Credit Union Limited, 
Region:Toronto 


John Shaver, Niagara Credit Union Limited, Region:Niagara 


DEPOSIT PROTECTION ADVISORY COMMITTEE 
Function and Responsibilities: 


Provides advice and counsel to the DPS department in the development and 
implementation of overall deficit resolution strategies and the determination 
of solutions to be employed in individual circumstances. 

Members: 

Slawka Andrijiw, Ukrainian Credit Union Limited, Region:Toronto 


Reginald Bertrand, Caisse Populaire Notre-Dame d’Ottawa Limitée, 
Region:Ottawa 


Ronald Fitzgerald, The Civil Service Co-operative Credit Society Limited, 
Region:Ottawa 


Don Maisonville, Credit Union Central of Ontario, Region:Toronto 


Tony Niessen, Family Savings & Credit Union (Niagara) Limited, 
Region:St. Catharines 


James D. Nowlan, Avestel Credit Union Limited, Region:Hamilton 
Doug Robinson, Dryden District Credit Union Limited, Region:Dryden 
Len Strom, Northern Credit Union Limited, Region:Sault Ste. Marie 
Jacquie Thorp, WCB Credit Union Limited, Region:Toronto 


Jean-Marc Viau, Caisse Populaire Alexandria Limitée, Region: Alexandria 


ADVISORY COMMITTEE MEMBERSHIP 
IN THE ONTARIO SYSTEM 


5% 5% 8% 
CAISSES POPULAIRES DE 


LA FEDERATION DES eA | ?) 
ZA ZN | 
L'ONTARIO INC. STAFF O\\| 
AN 
[] CREDIT UNION CENTRAL yea 


~ OF ONTARIO STAFF 





S28 MINISTRY OF FINANCIAL 
INSTITUTIONS STAFF 
REPRESENTATIVES FROM 
INDIVIDUAL CREDIT UNIONS 
AND CAISSES POPULAIRES 


82% 
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Ontario Share and Deposit Insurance Corporation 
Offices: 
4711 Yonge Street, Suite 700, North York, Ontario 
M2N 6K& 
(416) 730-8690 
FAX: (416) 730-7853 
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Corporate Mission 


To contribute to the security 
and confidence of the 
individual depositors and 
shareholders of credit 
unions and caisses 
populaires in Ontario by 
providing legislated 
universal deposit insurance. 


In order to accomplish our 
mission, our goal is to 
develop and implement, in 
conjunction with the credit 
unions and caisses 
populaires, the leagues, and 
the regulators, 
comprehensive safeguards 
and practices to minimize 
insurance claims, thereby 
providing deposit insurance 
at the least continuing cost. 
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Board of Directors of the 
Ontario Share and Deposit Insurance Corporation 


From left to right:(sitting) Lili-Ann (Renaud) Foster, Vice Chair 
David W. Pretty, Chair 
Rosemary O'Connor 


(standing) André Claude 
Dina Palozzi 
William E. McLeod 
Mary Jane Dundas 
Jocelyne Cété-O'Hara 
Gilles Bisson 


Chair's and President's Remarks 


There is no doubt that the re- 
covery from the current 
economic restructuring is pro- 
ceeding at a far slower pace 
than recoveries from previous 
recessions. Although inflation 
and interest rates remain low, 
concerns over high levels of 
unemployment have adversely 
impacted consumer confidence. 
The resulting weak loan de- 
mand has led to high levels of 
liquidity which, along with in- 
creased competition from other 
financial institutions, have 
made the environment in which 
credit unions and caisses 
populaires operate exception- 


ally challenging. 


As aresult of these circum- 
stances, OSDIC was obligated 
to become directly involved in 
the administration of six units 
and in the orderly wind up of 
eight units during the year. Un- 
fortunately this higher level of 
activity contributed to an in- 
crease in the deficiency of the 
deposit insurance reserve fund 
of $1.8 million to a balance of 
$70.5 million as at December 
31, 1993, thereby eliminating 
some of the gains made in prior 


years. As an insurer, OSDIC’s 


mandate compels it to incur 
losses when circumstances re- 
quire in order to provide 
increased stability in the system 
during unsettled times. In this 
regard, the Corporation has 


performed its role in the system. 


Outlook 

The outlook for 1994 remains 
uncertain. While some eco- 
nomic indicators are showing 
positive signs, unemployment is 
forecast to continue at an unac- 
ceptable level. Asset values 
which are dependent upon in- 
creased economic activity are 
likely to recover slowly. This 
environment will continue to 
put pressure on credit unions’ 
and caisses populaires’ earn- 


ings and costs of operations. 


While there is a degree of un- 
certainty about future loss 
experience to the Corporation, 
we anticipate that the present 
level of the insurance reserve 
fund deficiency will not im- 
prove substantially in 1994. In 
addition, as disclosed in note 
11(a) to the financial state- 
ments, the appeal of the lawsuit 


by a number of credit unions 


has yet to be heard by the 
courts. Obviously, an unsuc- 
cessful appeal will negatively 
impact the Corporation's 


insurance reserve fund. 


Premium Levels 

In setting deposit insurance 
premium rates, OSDIC consid- 
ers three essential factors - the 
adequacy of funding its insur- 
ance reserve, the affordability 
of its premiums and the impact 
of premiums on the competi- 
tiveness of members. Under 
the current arrangement, 
OSDIC’s ability to fund its 
borrowings is supported by a 
guarantee of the Government of 
Ontario. Premium levels are 
designed to provide an assur- 
ance that the government’s 
exposure under the guarantee 
ends within the required time 


frame. 


Credit Unions & Caisses 
Populaires Act 
Amendments 

In December 1993 amendments 
to the Credit Unions & Caisses 
Populaires Act were introduced 
in the Legislature by the Minis- 
ter of Finance. This is the first 


major review of the Act in 
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Chair's and President's Remarks 


many years. OSDIC’s board, 
management and staff are all 
looking forward to working 
closely with the government 
and the industry to ensure that 
the new Act provides an appro- 
priate business and regulatory 
structure to ensure the system’s 
long-term stability and effective 


depositor protection. 


Standards of Sound 
Business Practices 

We continue to place a high de- 
gree of emphasis on developing 
and maintaining a comprehen- 
sive set of standards and 
guidelines of sound business 
practices for credit unions and 
caisses populaires. Strong cor- 
porate governance, proper 
planning and effective risk 
management are the first line of 
defence against the deposit 
insurer’s and the system’s ex- 


posure to loss. 


Stakeholder 
Relationships 

We greatly value our relation- 
ships with our stakeholders - 
depositors, government, indus- 
try associations and member 
units. As an example, repre- 


sentatives of stakeholder 


9 


groups participate in our ad- 
visory committees and assist 
in developing policy posi- 
tions as well as providing 
technical advice. The mem- 
bers of these committees give 
fully of their time and we are 


grateful for their assistance. 


OSDIC’s Operating 
Expenses 

OSDIC’s operating expenses 
continue to be tightly con- 
trolled. Salaries and benefits 
as well as other operating 
expenses have actually 
declined in 1993. Our 
obligation under the Social 
Contract Act is to remit to 
the government the amount 
of $121,000. This annual 
commitment extends through 
fo1199G. 


System Performance 
During 1993, assets of the 
Ontario credit union/caisse 
populaire system grew mod- 
estly at 2.9%, reaching $12.6 
billion. Surplus and capital 
reached $526.8 million in 
1993, a 8.7% increase over 
the previous year. Net in- 
come, however, declined in 
1993. At $43.7 million, it 











cE) i I ue iE 





RETURN ON ASSETS IN THE ONTARIO SYSTEM AFTER 
ESTIMATED DIVIDENDS AND TAXES 


; Per cent 





0 0 
M2. SAT A253 4128s A ee Sek ie Zhe 4 






250 


200 


150 


100 


50 





ANNUAL AVERAGE UNEMPLOYMENT RATES FOR 
ONTARIO AND CANADA (SEASONALLY ADJUSTED) 


vi % of labour force 


—# Canada 
meen ato 





1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 
Source: Bank of Canada Review, Winter 1993-1994 


TORONTO AND ONTARIO 
AVERAGE RESIDENTIAL HOUSING PRICES 


$ Thousands 













% of labour force 
14 


$ Thousands 
300 





1989 1990 1991 1992 


—# Toronto 
——_ Ontario 


Source: Toronto Real Estate Board 


1993 





Chair's and President's Remarks 


was 9.9% lower than in the 
previous year. This was due to 
non-interest expenses growing 
at a faster pace than net inter- 
est and other income. These 
trends indicate that the system 
will require continued strong 
management of credit and inter- 
est rate risks as well as 
containment of operating ex- 


penses to improve earnings. 


Board of Directors 
During the year Matthew 
Gaasenbeek, R. William 
Lawson and Olha Zawerucha- 


Swyntuch retired from the 


one ant 


David W. Pretty 


board. We thank them for their 
contribution to the Corporation 
and wish them well in their fu- 
ture endeavours. We welcome 
two new members of the board, 
Ms. Dina Palozzi, the Associ- 
ate Deputy Minister in the 
Ministry of Finance, and Mr. 
William E. McLeod, a profes- 
sor at Cambrian College in 
Sudbury. We know that they 
will make a significant contri- 


bution to the Corporation. 


We would be remiss if we did 
not acknowledge George 


McIntyre on his retirement as 


Chair of the Board of Directors 


OSDIC'S INSURANCE RESERVE FUND DEFICIENCY 
AS A PERCENTAGE OF SYSTEM ASSETS 
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President of the Corporation. 
He has made an outstanding 
contribution to OSDIC over the 
last seven years and we wish 
him and Mrs. McIntyre a long 


and healthy retirement. 


Finally, we would like to ac- 
knowledge the hard work and 
commitment of OSDIC’s staff 
and management team.Through 
their collective contributions to 
our mandate, the interests of 
credit union/caisse populaire 
members and depositors 
throughout the province have 


been protected. 


os a 


Andrew Poprawa 
President 


ONTARIO SYSTEM ASSETS 
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Operational Review 





FROM LEFT TO RIGHT SITTING: Badrudeen Baksh, Vice President, Financial 
Management Practices and Monitoring (FMPM), Roland Belanger, Assistant Manager, 
DPS, Paul Little, Manager, DPS, Marlene Johnston, Manager, FMPM, Andrew Poprawa, 
OSDIC President, Yasmin Khoja, Corporate Secretary, Robert Charbonneau, Assistant 
Manager, DPS, Gary Ahing, Manager, Administration, Barry Brydges, Manager, DPS. 


STANDING: David J. Hughes, Vice President, Finance and Administration/Treasurer 
(Administration), Anthony D'Errico, Assistant Manager, DPS, C. William D. Foster, 
Vice President, Deposit Protection Services (DPS), Charles MacRae, Manager, FMPM, 
James Maxwell, Manager, Administration, Murray Cruickshank, Manager, FMPM and 
James Thompson, Manager, Administration. 


Deposit Protection Services Department 


The Deposit Protection Ser- 
vices Department contributes to 
the Corporation’s mandate of 
depositor protection by focus- 
ing on two major areas: the 
resolution of credit union and 
Caisse populaire deficits and 


the provision of financial and 
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technical assistance to units 


voluntarily winding up. 


During the past year, depart- 
ment staff were involved with 
the following deficit reporting 
credit unions: 


# Creighton Mine Commu- 


nity Credit Union Limited has 
been under OSDIC’s control 
since 1989. At the beginning 
of our involvement, the deficit 
accounted for 3.5% of assets. 
By working closely with the 
credit union’s elected represen- 


tatives and management, the 


Deposit Protection Services Department 


credit union was returned to a 
surplus position this year. 
Pro-tem directors were elected 
by the members in the spring of 
1993. These individuals have 
been provided with formal 
training through the Credit 
Union Director Achievement 
(CUDA) program and have de- 
veloped a three year business 
plan for the credit union fore- 
casting continued acceptable 
performance. Control of the 
credit union will be returned to 
the members upon receipt by 
OSDIC of audited financial 
statements confirming the 


elimination of the deficit. 


# Asaresult of the credit 
union having incurred substan- 
tial loan losses which increased 
the deficit to $2.2 million in 
1992, the directors of CUNA of 
Ontario Credit Union Limited 
requested OSDIC assistance 
pursuant to Section 117 of the 
Credit Unions and Caisses 
Populaires Act in March 1993. 
Operations are being reviewed 
in detail with a view to improv- 
ing profitability and minimizing 
exposure to credit related 
losses. Various strategies are 


being explored in conjunction 


with credit union and system rep- 


resentatives to resolve the deficit. 


@ The directors of Secul Sav- 
ings & Credit Union Limited 
also requested OSDIC assis- 
tance pursuant to Section 117 
of the Act to facilitate a busi- 
ness combination with another 
credit union. The transaction is 
scheduled to be completed in 
early 1994. OSDIC’s financial 
assistance facilitated the trans- 
action and is expected to be $5 


million. 


# Three other credit unions 
(Polish Alliance (Toronto), 
Rochdale and Callander Com- 
munity) also came under 
OSDIC’s control pursuant to 
Section 117 of the Act during 
the year. 


There now remain four units 
with deficits totalling $818,000, 
two of which are expected to 
recover on their own by the end 
of 1994. 


During 1993 the department 
continued to provide assistance 
to credit unions, which for a 
number of reasons, voted to go 


out of business. Directors of 





these credit unions voluntarily 
sought their membership ap- 
proval to wind up the credit 
union pursuant to Section 121 
of the Act and appointed 
OSDIC as liquidator in each in- 
stance. Wherever possible, the 
sound business was transferred 
to one or more neighbouring 
credit unions. In total, during 
1993, OSDIC was appointed as 
liquidator for eight credit 
unions with over $6.8 million 


in assets. 


In order to become more 
proactive in loan collections an 
additional staff member was 
hired early in 1993. This posi- 
tion handles the collection of 
doubtful, bad and written-off 
loans of credit unions and 


caisses populaires in liquidation. 


REPORTED DEFICITS* 
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Deposit Protection Services Department 


Loan collections currently aver- 
age $200,000 per month.This 
proactively enabled the depart- 
ment to minimize costs to the 
system. Previously these collec- 
tion activities were referred to 
collection agencies. At year- 
end, the department was di- 
rectly managing approximately 
2,300 doubtful, bad and written 
off loans outstanding totalling 
$15.4 million. 


Department staff continue to 


assist credit unions and caisses 


populaires to resolve deficits on 


their own. Since the commence- 
ment of the Program for Change 
in 1987, 43 units with assets 
and deficits of $1 billion and 


$12.8 million respectively 






have resolved their deficits at 
no cost to the system. We 
continue to work together 
with the leagues, the Minis- 
try, local credit union/caisse 
populaire boards, manage- 


ment and the Deposit Protec- 


tion (Industry) Advisory Com- 


mittee in providing support and 


direction to these units. 






LOAN COSTS IN THE ONTARIO SYSTEM 
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Financial Management Practices and Monitoring Department 


The Financial Management 
Practices and Monitoring De- 
partment works in cooperation 
with the provincial regulator 
and the leagues to lower system 
risk and to minimize future de- 
posit insurance claims. To do 
so, the department pursues 
early problem detection and re- 
medial action in credit unions 


and caisses populaires. 


In consultation with three in- 
dustry advisory committees, the 


department establishes finan- 
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cial performance measures and 
standards, develops sound busi- 
ness practices, analyzes 
information with reference to 
these, and evaluates and reports 
on the performance and condi- 
tion of all credit unions and 


caisses populaires. 


To minimize claims, staff 
evaluate the rehabilitation plans 
and the risk profile of surplus 
reporting credit unions and 
caisses populaires which are 


unable to meet surplus and 


capital requirements. During 
1993, 120 credit unions and 
caisses populaires with assets 
approximating $4.4 billion 
were in this capital rehabilita- 
tion program; 45 of these, with 
assets approximating $2 bil- 
lion, have recovered from an 


historic deficit position. 


The program, established under 
the Province’s Program for 
Change, 1s administered jointly 
by OSDIC and the Ministry, 


with the assistance of the Capi- 


$ Millions 
40 
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Financial Management Practices and Monitoring Department 


tal Adequacy Advisory Com- 
mittee. Joint administration is 
essential to enable the Director 
of Credit Unions to decide upon 
the corrective measures which 
are appropriate and the meth- 
ods by which the Director will 


enforce required action. 


On account of the high volume 
of units in the program, they 
are prioritized for action ac- 
cording to the level of risk 
which they pose to the Corpo- 
ration. Staff meet regularly 
with the management and 
boards of directors of those 
units which represent the high- 
est risk to the Corporation to 
discuss their performance and 
to review alternative courses of 
action to improve operating re- 
sults. Their performance is 
closely monitored in compari- 


son to their plans and budgets. 


Since the introduction of the 
capital rehabilitation program 
in 1988, 73 credit unions and 
caisses populaires with assets of 
approximately $1.6 billion have 
graduated from the program, 
once having reached their re- 


quired surplus and capital levels. 


To discharge its statutory re- 
sponsibility for the annual 
examination of credit unions 
and caisses populaires and 
the annual renewal of their 
deposit insurance, OSDIC 
places reliance on audited fi- 
nancial statements and 
auditors’ reports. Accord- 
ingly, staff review these 
annually, and renew deposit in- 
surance, subject to conditions, 
as considered necessary. 
Where this review discloses 
adverse performance trends 

or other problems, OSDIC 
requests that the Ministry ex- 
amine such credit unions and 


caisses populaires. 


The department continues to 
gather and disseminate quar- 
terly information on the 
financial condition and perfor- 
mance of its member credit 
unions and caisses populaires, 
as part of its corporate legis- 
lative mandate. OSDIC 
maintains its databases for 
the benefit of a wide variety 
of users and has been greatly 
assisted in this regard by its 
industry Advisory Committee 


on Performance Analysis. 
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Financial Management Practices and Monitoring Department 


The department’s databases are 
used to conduct reviews of indi- 
vidual unit performance. 
Immediately upon their arrival, 
the quarterly reports of credit 
unions and caisses populaires 
are evaluated using carefully 
selected criteria. Depending on 
the outcome, the department 
can choose from a variety of 
methods for initiating corrective 
action or encouraging contin- 


ued improvements in operations. 


The department’s efforts in 
1993 reflect an important goal 
to make it as easy as possible 
for member credit unions and 
caisses populaires to comply 
with the Corporation’s report- 
ing requirements. Efforts 
began in 1993 to develop alter- 
native forms and methods for 
reporting and the department 
continues to widen the avail- 
ability of performance 


information to users. 


As part of OSDIC’s legislated 

mandate to issue standards and 
guidelines, another set of revi- 

sions to the guidelines “Sound 

Business Practices for 


Ontario’s Credit Unions and 


$ 


Caisses Populaires” was com- 
pleted for release to the system 
by OSDIC and the Sound Busi- 
ness Practices Advisory 
Committee. The latest release 
updates the Sound Business 
Practices Implementation 
Guides to concur with the focus 
of the recently established 
statutory “Checklist on Sound 
Business Practices”, a required 
Ministry filing subject to audi- 


tor derivative reporting. 


During 1993, OSDIC devel- 
oped a brochure to assist credit 
unions and caisses populaires 
in better understanding and 
controlling interest rate risk. 
This booklet, entitled “Interest 
Rate Risk and Sound Business 
Practices”, was distributed to 
the president and manager of 
each credit union/caisse 


populaire in the system. 





During the year, OSDIC also 
co-developed a new training 
module on Sound Business 
Practices for utilization by 
Credit Union Central of 
Ontario and the two franco- 
phone leagues, L’ Alliance des 


caisses populaires de |’ Ontario 


and La Fédération des caisses 


populaires de |’ Ontario Inc. 


Over the past 12 months, mem- 
bers of the department actively 
contributed to ongoing industry 
discussions on regulatory re- 
form, through their participation 
on a variety of industry com- 
mittees. The department looks 
forward to the new regulatory 
framework introduced by the 
government which, it is ex- 
pected, will require more 
remedial, regulatory action to 
be taken earlier in response to 
various Situations of increasing 
risk and will provide OSDIC 
with access to the enforcement 


mechanisms necessary for such 


action. 
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Management's Responsibility 


The Ontario Share and Deposit 
Insurance Corporation’s man- 
agement is responsible for the 
integrity and fair presentation 
of the financial statements 
included in the annual report. 
The financial statements have 
been prepared in accordance 
with accounting principles 


generally accepted in Canada. 


The Corporation maintains 
systems of internal accounting 
controls of high quality consist- 
ent with reasonable cost. Such 
systems are designed to provide 
reasonable assurance that the 
financial information is accu- 
rate and reliable and that 
company assets are adequately 


accounted for and safeguarded. 


Auditors' Report 


The financial statements have 
been reviewed by the Audit 
Committee and have been 
approved by the Board of 
Directors. In addition, the 
financial statements have been 
examined by KPMG Peat 
Marwick Thorne, the auditors, 
whose report is included here- 


after. 


To the Board of Directors of Ontario Share and Deposit Insurance Corporation 


We have audited the balance 
sheet of Ontario Share and 
Deposit Insurance Corporation 
as at December 31, 1993 and 
the statements of operations 
and deficiency of the deposit 
insurance fund and changes in 
financial position for the year 
then ended. These financial 
statements are the respon- 
sibility of the Corporation’s 
management. Our responsibility 
is to express an opinion on 
these financial statements based 


on our audit. 


We conducted our audit in 


accordance with generally 


accepted auditing standards. 
Those standards require that we 
plan and perform an audit to 
obtain reasonable assurance 
whether the financial 
statements are free of material 
misstatement. An audit includes 
examining, on a test basis, 
evidence supporting the 
amounts and disclosures in the 
financial statements. An audit 
also includes assessing the 
accounting principles used and 
significant estimates made by 
management, as well as 
evaluating the overall financial 


statement presentation. 


In our opinion, these financial 
statements present fairly, in all 
material respects, the financial 
position of the Corporation as 
at December 31, 1993 and the 
results of its operations and the 
changes in its financial position 
for the year then ended in 
accordance with generally 


accepted accounting principles. 


een Manele cane: 


Chartered Accountants 


Toronto, Canada 
January 17, 1994 
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Balance Sheet 


December 31, 1993, with comparative figures for 1992 (in thousands of dollars) 


ASSETS 


Cash 

Premiums receivable and related 
accrued interest (note 3) 

Accounts and interest receivable 

Deposit insurance advances 
recoverable 

Furniture, equipment and leasehold improvements 
(net of accumulated depreciation & amortization 
of $1,530 (1992 - $1,298)) 


LIABILITIES 


Bank indebtedness (note 4) 
Payables and accruals 
Bank term loan (note 5) 
Notes payable (note 6) 
Deferred premium income 
Accrual for deposit 
insurance losses (note 7) 
Obligation under capital lease (note 8) 


Total Liabilities 


Deficiency of Deposit Insurance Fund 


Contingencies (notes 2 and 11) 
Lease commitments (note 8) 
See accompanying notes to financial statements. 


On behalf of the Board: 


mea 
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Director 


Director 
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$ 28,616 
658 
10,000 
22,10 
2,746 


8,306 
WE 
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$ 4,442 


Statement of Operations and Deficiency of the 


Deposit Insurance Fund 
Year ended December 31, 1993, with comparative figures for 1992 (in thousands of dollars) 


1993 1992 
INCOME 
Premium income $9 62377/53 $ 22,458 
Other income 22 50 
23,1775 22,508 
EXPENSES 
Salaries and benefits 2,885 2,988 
Operating expense 15759 Lelie 
Social contract expense 121 ~ 
Interest expense 2,712 3,789 
7,477 8,566 
Excess of income over expenses 16,298 13,942 
Provision for deposit 
insurance losses (note 7) 18,049 4,578 
Increase (Decrease) in deficiency of the 
Deposit Insurance Fund LeTint | (9,364) 
Deficiency of Deposit Insurance Fund, 
beginning of year 68,733 78,097 
Deficiency of Deposit Insurance Fund, 
end of year $ 70,484 $ 68,733 


See accompanying notes to financial statements. 
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Statement of Changes in Financial Position 


Year ended December 31,1993, with comparative figures for 1992 (in thousands of dollars) 


Cash received from (applied to): 


Operations: 
Excess of income over expenses 
Items charged to operations not 
affecting cash 
Depreciation and amortization 


Changes in: 
Accounts and interest receivable 
Payables and accruals 


Financing and investing activities: 
Bank term loan 
Purchase of furniture and equipment 
Decrease in obligation under capital lease 


Deposit protection activities: 
Deposit insurance net advances 

Increase in cash position 

Cash position, beginning of year 

Cash position, end of year 


Cash position is defined as cash less bank indebtedness. 
See accompanying notes to financial statements. 


1993 


$ 16,298 


262 


16,560 


(67) 


(67) 


16,493 


(79) 


(54) 


133 


(8,011) 


(8,011) 


8,349 


(28,529) 


$ (20,180) 


1992 


$ 13,942 


259 


14,201 


452 
ayy 


49] 


14,692 


10,000 
(96) 
(47) 


ae EE 


(5,510) 
(5,510) 


19,039 
(47,568) 


$ (28,529) 





Notes to Financial Statements 
Year ended December 31, 1993 


GENERAL 

Ontario Share and Deposit Insurance Corporation is es- 
tablished as a Corporation without share capital under the 
provisions of the Credit Unions and Caisses Populaires Act 
(“Act”). 

The Corporation’s principal functions are to provide 
deposit insurance, to the extent provided by the Act, on 
share capital and deposits of members of credit unions and 
caisses populaires, and to collect, accumulate and publish 
statistics on the credit union and caisse populaire move- 
ment. 

The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s requirements for 
insurance funding and administrative costs. The Corpora- 
tion establishes its premium levy annually. The established 
premium levy is submitted to the government of Ontario for 
review and incorporation into the regulations through ap- 
propriate amendments as necessary. 


1.SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES: 

(a) Furniture, equipment and leasehold improvements: 
These are recorded at cost. Depreciation of furniture and 
equipment is provided by the diminishing-balance method 
at the rate of 20% per annum. Computer and related equip- 
ment is depreciated over three to five years on a straight-line 
basis. Leasehold improvements are amortized on a straight- 
line basis over the term of the lease. 

(b) Premium income: 

Premiums are based on share capital and deposits held by 
member institutions. Premium income is recognized when 
billed. 

(c) Deferred premium income: 

Deferred premium income represents the additional premi- 
ums which were charged in 1985 and 1986 to credit unions 
which were not members of an approved stabilization fund 
at the time of assessment and interest accrued thereon 
(note 3). 

(d) Deposit insurance advances and provision for losses: 
The provision for losses includes allowances against deposit 
insurance advances and an accrual for losses for which 
advances have not been made at the balance sheet date. 


Funds advanced in respect of deposit insurance and loans to 
member institutions are initially recorded at cost. Deposit 
insurance advances recoverable are presented on the bal- 
ance sheet net of allowances thereon. 


Additional losses arising from known claims in respect of 
insured deposits are estimated and provided for at the time 
that (a) member institutions are known to have become 
insolvent (b) the amount of loss is quantifiable and (c) the 
Corporation’s board of directors has approved the disburse- 
ment of funds. Such losses are presented on the balance 
sheet as accrual for deposit insurance losses. 

(e) Leases: 

Leases are classified as either capital or operating. A lease 
which transfers substantially all the benefits and risks 


incidental to ownership of property is accounted for as if it 
were an acquisition of an asset and the incurrence of an 
obligation at the inception of the lease. All other leases are 
accounted for as operating leases wherein rental payments 
are charged to earnings as incurred. Assets recorded under 
a capital lease are amortized on a straight-line basis over the 
life of the lease. 


2.GOING CONCERN ASSUMPTION: 

These financial statements have been prepared on the going 
concern basis, which assumes that assets will be realized 
and liabilities and obligations will be discharged in the 
normal course of business. The application of the going 
concern concept is dependent upon the Corporation’s ability 
to obtain sufficient additional financial resources to meet its 
liabilities. The Corporation’s borrowings are guaranteed by 
the Province of Ontario. 


3. PREMIUMS RECEIVABLE AND RELATED 
ACCRUED INTEREST: 

Premiums receivable and related accrued interest consist of 
$2,838,000 (1992 - $2,661,000) of unpaid additional premi- 
ums charged during 1985 and 1986 (and accrued interest 
thereon) to credit unions which were not members of a 
government approved stabilization fund at the time of 
assessment.The premium income relating to these charges 
has been deferred pending the outcome of the appeal 
referred to in Note 11(a). 


4.BANK INDEBTEDNESS: 





1993 1992 
(thousands) 
Bankers’ acceptances $719,927" ho 2285385 
Bank overdraft 340 JM 





$20,267, $ 28.616 
5. BANK TERM LOAN: 


The $10,000,000 loan payable to a Canadian chartered bank is 
unsecured and bears interest at 5.945%. The principal is due 
January 1994. The loan is guaranteed by the Province of 
Ontario. Interest expense on the term loan amounted to $595,000 
(1992 - $277,000). 


6. NOTES PAYABLE: 

Promissory notes payable bear interest, compounded monthly, 
at a rate set monthly equal to the higher of the average yield 
on the first three-month Ontario Treasury Bill auction or 
average yield on the first three-month Canada Treasury Bill 
auction. The notes are due October 30, 1997, are callable by 
the Corporation and are guaranteed by the Province of 
Ontario. Interest expense on notes payable amounted to 
$1,171,000 (1992 - $1,501,000). 


7. PROVISION FOR DEPOSIT INSURANCE LOSSES: 
As noted in Note 1(d), when a member institution comes 
under the Corporation’s control, an estimate of the loss to 
the Corporation is made based on all information available 
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Notes to Financial Statements 


and shown in the financial statements as part of the provi- 
sion for deposit insurance losses. 


During 1993 additional provisions of $18,869,000 were 
required for 16 such institutions. However, due to loan 
recoveries in excess of amounts originally expected, the 
provision for losses was reduced by $820,000. The follow- 
ing table summarizes the change in the provision for deposit 
insurance losses: 











1993 1992 
(thousands ) 
New provisions during the year: 
Cuna of Ontario Credit Union Ltd. $ 11,200 $ . 
Secul Savings and Credit Union Ltd 5,000 - 
Polish Alliance (Toronto) C.U. Ltd. 1,805 = 
Callander Community C.U. Ltd. 500 - 
Carleton Community C.U. Ltd. - 1,080 
Newmarket Community C.U. Ltd. - 740 
St. Thomas Credit Union Ltd. - 457 
Walkerville Credit Union Ltd. - 362 
Other 295 675 
18,800 3,314 

Increase in existing provisions 69 2,601 
Decrease in provisions due to 
better than expected recoveries (820) C387) 

$ 18,049 $ 4,578 


That portion of the provision for losses recorded in the year 
and in previous years which has not yet required payment by 
the Corporation is shown in liabilities on the balance sheet 
as accrual for deposit insurance losses. 


The Corporation may incur further losses arising from the 
credit unions and caisses populaires identified in note 11(b). 


8. LEASE COMMITMENTS: 
The future minimum lease payments under the capital and 
operating leases of the Corporation are as follows: 


Capital Operating 
Lease Lease 
(thousands) 

1994 $ 47 S357 
1995 - Se) 
1996 - 337 
1997 - 337 
1998 - 1OF 
Total minimum lease payments 47 $ 1,545 


Less amount representing 


interest 2 
Obligation under 
capital lease $ 45 


The capital lease payments are for computer equipment used 
in the information gathering and analysis activity. The oper- 
ating lease for premises is a ten-year lease commencing 
August 1, 1988, with a five-year renewal option. In addition, 
the Corporation is required to pay property taxes and com- 
mon area maintenance costs. 


$ 


9. INCOME TAXES: 

The Corporation is subject to income taxes under the Income 
Tax Act. It has losses for income tax purposes of $56,635,000. 
They expire as follows: 


Originating Expiring Amount in thousands 
Taxation Year Taxation Year of dollars 
1987 1994 See Oo 
1988 1995 5,967 
1989 1996 122233 
1990 1997 12,911 
199] 1998 92919 
1992 1999 8,242 
1993 2000 7,178 
$ 56,635 


Potential tax benefits resulting from these business losses 
have not been recognized in the financial statements. 


10. PENSION PLAN: 

The Corporation has a defined benefit pension plan. The 
estimated value of the pension fund assets at December 31, 
1993 is $1,654,000 (1992 - $1,606,000) and the estimated 
actuarial present value of accrued pension benefits is 
$1,393,000 (1992 - $1,205,000). 


11. CONTINGENCIES: 

(a) In 1992, an Ontario court ruled that the Corporation must 
return assessments of $9,400,000 plus accrued interest from 
August 3,1983. The Corporation estimates the judgement 
sum, including interest, to approximate $25,900,000 as at 
December 31, 1993. These amounts previously paid to the 
Corporation were used to provide financial assistance. The 
Corporation has filed an appeal based on errors in law and 
fact contained in the court ruling. It is the view of the 
Corporation’s management and legal counsel that the ap- 
peal will be successful. Accordingly, provision has not been 
made in these financial statements for the amount of the 
judgement or related interest. The financial statements will 
be adjusted retroactively if the appeal is unsuccessful. 


(b) By the nature of its business as insurer of deposits, the 
Corporation is exposed to losses resulting from the inability 
of certain member institutions to meet their financial obli- 
gations. The poor financial condition of these member 
institutions will likely result in losses to the Corporation 
that could be material. In accordance with the accounting 
policy set out in note I(d), no general provision for such 
losses has been made. 


12. COMPARATIVE FIGURES: 

Certain comparative figures for 1992 have been restated to 
conform with the financial statement presentation adopted for 
1993: 





# David W. Pretty, Chair 

Mr. Pretty was formerly President of a 
major life insurance company and has 
extensive background in the insurance 
and investment fields. He is President 
of his own financial consulting com- 
pany, Chairman, General Accident As- 
surance Co., and a director of four 
other public companies. Currently, he 
is President of the Greater Toronto 
Scout Foundation, Vice Chairman, 
North York General Hospital Founda- 
tion, Governor, Royal Life Savings 
Society Canada and on committees of 


four other national and local organiza- 
tions. 


4 Lili-Ann (Renaud) Foster, 

Vice Chair 

Ms. Foster is President of one of Otta- 
wa’s leading management consulting 
firms, specializing in human resources. 
She has extensive management con- 
sulting experience, including past Part- 
ner with a Montréal firm and Practice 
Director for a major international firm. 
Her directorships and memberships 
include The Ottawa Board of Trade, Le 
Cercle Universitaire d’Ottawa, the 
Canadian-Japan Society and various 
professional associations. 


# Gilles Bisson, C.A. 

Mr. Bisson is a Partner with the na- 
tional accounting firm of Collins Bar- 
row. As the managing partner of the 
Kapuskasing office, he is involved ina 
number of caisse populaire and credit 
union audits in Northern Ontario and 


is presently on the national board of 
Collins Barrow. 


¢ André Claude 
Mr. Claude is a sole practitioner work- 


Board of Directors 


ing in commercial and real estate law 
as well as civil litigation. He is bilin- 
gual and has held the following offices: 
Treasurer of the Board of Directors of 
the Vanier Community Service Centre, 
Member of the Board, ACFO Ottawa- 
Carleton region. 


# Jocelyne Cété-O’ Hara 

Ms. Cété-O’Hara is President and 
Chief Executive Officer of Stentor 
Telecom Policy Inc. She is the Past 
President and Chair of the Board of 
Directors of the Civil Service Co-op- 
erative Credit Society. Her current com- 
munity involvement includes: Chair- 
person of a federal advisory group on 
international trade, Director of the In- 
formation Technology Association of 
Canada, Director of the Communica- 
tions Research Centre of Canada and 
member of the Board of Governors of 
the International Development Re- 
search Centre. Ms. Cété-O’Hara also 
served on the Task Force on Barriers to 
Women in the Public Service of Canada. 


@ Mary Jane Dundas 

Ms. Dundas was Director of Financial 
Planning for Prentice Hall Canada Inc. 
She has served as President and Direc- 
tor of the TransCanada PipeLines Em- 
ployees’ Credit Union Limited and was 
also Coordinator of Budgets and Fore- 
casts for TransCanada PipeLines. She 
has been involved in the following 
community activities: Advisor and Busi- 
ness Consultant, Junior Achievement of 
Metro Toronto and Director and Fi- 
nance Committee member of the Mer- 
cury Youth Services. 


# William E. McLeod, M.B.A. 

Mr. McLeod is a Professor in the School 
of Business at Cambrian College of 
Applied Arts & Technology in Sudbury. 
He is the elected faculty representative 
on Cambrian's Board of Governors and 
sits on two other Sudbury based boards 
- The Idylwylde Golf & Country Club 
and Lakeside Centre (a treatment fa- 
cility for women with substance abuse 
problems). He is the author of The 
Canadian Buyer's Guide to Life Insur- 
ance, now in its seventh edition. 


# Rosemary O’Connor 

Ms. O’Connor is the General Manager 
of the ASCU Community Credit Union 
Limited in Sault Ste. Marie. She is 
involved in the following community 
activities: Chairperson, Sault Ste. 
Marie General Hospital Board of Di- 
rectors, Vice Chair, Sault Ste. Marie 
Police Services Board. 


4 Dina Palozzi 

Ms. Palozzi joined the Ontario Public 
Service in 1972 with the Ministry of 
Transportation, and has held varied 
management positions in several gov- 
ernment ministries. In 1987, she was 
appointed Assistant Deputy Minister, 
Finance and Administration, at the 
Ministry of Education and then moved 
to Assistant Deputy Minister, Opera- 
tions, at the Ministry of Transporta- 
tion. Ms. Palozzi was appointed as 
Deputy Minister of Correctional Serv- 
ices in 1991 and then as Deputy Min- 
ister of Revenue. In February 1993 she 
was appointed Associate Deputy Min- 
ister of Finance with overall responsi- 
bility for the management and opera- 
tions of the ministry. 


Sub-Committees of the Board 


Audit Committee 

The committee reviews recommenda- 
tions made by the external auditors and 
Ministry of Finance examiners regard- 
ing internal controls and procedures and 
ensures that appropriate action is 
taken.The committee also reviews the 
audited financial statements of the Cor- 
poration with a view to making required 
recommendations to the Board. 

¢ Gilles Bisson, Chair 

¢ Mary Jane Dundas 

+ David W. Pretty, ex-officio 


Deposit Insurance Protection 
Committee 

This committee reviews matters per- 
taining to credit unions and caisses 
populaires taken under the direction of 
the Corporation pursuant to Section 117 
of the Act. The committee also acts on 
behalf of the board in situations requir- 
ing immediate board decisions for credit 
unions and caisses populaires taken un- 
der direction. 

¢ Lili-Ann (Renaud) Foster, Chair 

+ André Claude 

¢ Dina Palozzi 

+ David W. Pretty, ex-officio 


Human Resources Committee 
This committee assists in an advisory 
capacity in the implementation of poli- 
cies relating to the Corporation’s com- 
pensation, employee benefits and related 
matters. The committee also reviews 
proposed changes in these areas in order 
to make appropriate recommendations 
to the board. 

¢ Rosemary O’Connor, Chair 

¢ Jocelyne Cété-O’ Hara 

¢ William E. McLeod 

+ David W. Pretty, ex-officio 
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Ontario Share and Deposit Insurance Corporation 





Advisory Committees 


PERFORMANCE ANALYSIS ADVISORY COMMITTEE 

Function and Responsibilities: 

+ All matters related to the analysis of credit union/caisse populaire 
financial performance, and the use of OSDIC’s credit union/caisse 
populaire data base; 

¢ Ways and means by which users can be trained to optimize the use of 
the system and reports; 

¢ Data, information and output required by users, including the required 
frequency; 

¢ Ways and means of capturing data and/or output; 

+ Allocation to users of the costs of the statistical system; 

+ Medium and long range endorsement of technological developments 
on information processing. 

Members: 

Normand Demers, Caisse populaire d'Earlton Limitée, Location:Earlton 


John Ebsary, Ottawa Carleton Education Credit Union Limited, 
Location:Ottawa 


Brian Fisher, Parry Sound Muskoka Credit Union Limited, 
Location:Bracebridge 


Michel Gingras, La Fédération des caisses populaires de I’ Ontario Inc., 
Location:Ottawa 


Sean G. Jackson, Niagara Credit Union Limited, Location:St. Catharines 
D. Barry Munro, Hepcoe Credit Union Limited, Location:Toronto 
Don Maisonville, Credit Union Central of Ontario, Location: Toronto 


Gary M. Seveny, The Civil Service Co-operative Credit Society Lim- 
ited, Location:Ottawa 


Nardeo Sham, Ministry of Finance, Location: Toronto 


Dale Steeves, Moore Credit Union (1989) Limited, Location: Sarnia 


CAPITAL ADEQUACY ADVISORY COMMITTEE 

Function and Responsibilities: 

+ Review, in accordance with defined criteria and evidence, the capital 
rehabilitation plans of credit unions and caisses populaires unable to 
meet surplus and capital requirements; 

¢Recommend to the Director of Credit Unions the course of action which 
should be taken on each application; 

¢ Review and make recommendations and suggestions to OSDIC on 
capital adequacy issues, as required. 

Members: 

Leon Butterworth, Peterborough Community Credit Union Limited, 
Location:Peterborough 


Carl Dowsett, The Civil Service Co-operative Credit Society Limited, 
Location:Ottawa 


Dick DeMan, L.C.B.O. Employees' (Toronto) Credit Union Limited, 
Location:Toronto 


John Harper and Nardeo Sham, Ministry of Finance, Location: Toronto 


Oksana Prociuk Ciz, Buduchnist Credit Union Limited, 
Location:Toronto 


Aurel Rhéault, Caisse populaire de Chelmsford Limitée, 
Location:Chelmsford 


Robert Verrault, Caisse populaire de Hearst Limitée, Location:Hearst 


Doug A. Weber, 
Location:Toronto 


Metro Toronto Police Credit Union Limited, 


SOUND BUSINESS PRACTICES ADVISORY COMMITTEE 

Function and Responsibilities: 

Review and provide comments and input on: 

¢ Draft standards and guidelines on sound business and financial practices; 
+ Methods for the effective delivery, implementation and enforcement of 
standards and guidelines; 


¢ 


: 
| 


¢ Methods by which users can be trained to optimize the use of the 
standards and guidelines. : 
Members: | 
Cees Bijl, DUCA Community Credit Union Limited, Location:Toronte 


Raymond Boucher, Caisse populaire de Kapuskasing Limitée 
Location: Kapuskasing | 


Daniel Brault, La Fédération des caisses populaires de |’Ontario Inc. 
Location:Ottawa 


Jean-Guy Clément, Caisse populaire de Hawkesbury Limitée, 
Location: Hawkesbury 


Gary Gillam, Universities and Colleges Credit Union (Toronto) Lim- 
ited, Location:Toronto 


John Harper, Ministry of Finance, Location:Toronto 


Rick Hoevenaars, St. Willibrord Community Credit Union, 
Location:London 


Stan Krol, St. Stanislaus-St. Casimir’s Polish Parishes Credit Union 
Limited, Location:Toronto 


Don Maisonville, Credit Union Central of Ontario, Location:Toronto 


Jenny Ozembloski, Oshawa Group Employees’ Credit Union Limited, 
Location:Toronto 


John Shaver, Niagara Credit Union Limited, Location:St. Catharines 
DEPOSIT PROTECTION ADVISORY COMMITTEE 

Function and Responsibilities: 

¢ Provides advice and counsel to the DPS department in the development 
and implementation of overall deficit resolution strategies and the 
determination of solutions to be employed in individual circumstances. 


Members: 
Slawka Andrijiw, Ukrainian Credit Union Limited, Location:Toronto 


Reginald Bertrand, Caisse populaire Notre-Dame d’Ottawa Limitée, 
Location:Ottawa 


Ronald Fitzgerald, The Civil Service Co-operative Credit Society 
Limited, Location:Ottawa 


Marty Komsa, Windsor Family Credit Union Limited, Location: Windsor 
Don Maisonville, Credit Union Central of Ontario, Location:Toronto 


Tony Niessen, Family Savings & Credit Union (Niagara) Limited, 
Location:St. Catharines 


Doug Robinson, Northern Lights Credit Union Limited, Location:Dryden 
Len Strom, Northern Credit Union Limited, Location:Sault Ste. Marie 
Jacquie E. Thorp, WCB Credit Union Limited, Location:Toronto 


Jean-Marc Viau, Caisse populaire Alexandria Limitée, 
Location: Alexandria 


ADVISORY COMMITTEES MEMBERSHIP 
IN THE ONTARIO SYSTEM 
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